SKANDINAVISKA BANKEN 


AKTIEBOLAG 


GOTEBORG STOCKHOLM MALMO 


QUARTERLY REVIEW 
issued by 


THE STATISTICAL DEPARTMENT 


Vol. XXVII No. 2 April 1946 


CONTENTS: 


Restoration of Monetary Equilibrium after the Devastation of the War. 


By Per Jacobsson, D.C. L.. 1 eee ee ee ee ee ee Page 37 
The Problem of the Growing National Debt. 

By Professor Erik Lindahl » . 1 1 se ee ee ee renee > 43 
The Importance of the Salaried Employees in Sweden. 

By Elis Hastad, D. Ph. 0 we ye ee >» 49 
Staff Pensioning Problems in the Swedish Commercial Banks. 1... 1 + + > 4 


The Economic Situation during the First Quarter of 1946... +s + + + » 8 


The reproduction of articles contained in this Quarterly is permitted provided the source is stated. All communi- 
cations regarding the Quarterly should be addressed to Skandinaviska Banken AB., Stockholm 16 (Sweden). 


SKANDINAVISKA BANKEN 


AK IIE BOLAG 


GOTEBORG STOCKHOLM MALMO 


Board of Directors 


Chairman: M. WALDENSTROM. 
Deputy Chairmen: Axe BeLFraGE, E. C:s30N HERSLOW. 

Other Directors: M. Car~tson, Hakon LerFrier, C. F. TRANCHELL, 
ERNST WEHTJE, CARL JOH. MALMRos, Ertk LEMAN, GOsTA LIEDBERG, 
P. O. WESTERBERG, E. WIJKANDER, A. GABRIELSSON, 

SvEN SCHWARTz, TAGE CERVIN. 

Deputy Directors: Ertk LUNDH, GusTAF SODERLUND, IvAR AKERMAN, 


S. MAaLMBERG, DAN-AXxEL BRrOsTROM. 


Mana ers 


Goteborg 


Erik Lunpu (Managing Director), E. LunpBerG (Deputy Managing Director), 
E. Répyer, O. OurstrOM, OrVAR Hansson, Nits BOKMAN. 


Stockholm 


GustaF SOpERLUND (Managing Director), P. BRUNDELL (. Deputy Managing Director), 
F. Anrén, F. Berrrace, Ivar Bercquist, E. BJORKMAN, F. Von CELSING, GusTaF Rape, 
E. KJELLBERG, S. MAtMstROM, WALTER MARKLAND. 


Malmé 


Ivar AKERMAN (Managing Director), C. LinpsKoc (Deputy Managing Director), 
Ota KALtevist, Joun Onin, Gosta Friss. 


Editor of the Quarterly Review: EINAR Huss, D. Sc., 
Head of Statistical Department, Stockholm. 


Meweones tlON OF MONETARY EQUILIBRIUM 
Mato iiteeDhVvVAS TATION OF THE WAR 


BY PER JACOBSSON, D. C. L. 


The economic devastation caused by the world 
war may be summed up under “four disastrous 
i's”: 

Damage to persons — in the form-of prema- 
ture death, lowered vitality oving to wounds, 
shell shock, etc., absence of occupational training, 
or, in more general terms, neglected education. 

Destruction of property — (especially of build- 
ings and vessels, but also of bridges, canals, etc.) 
to an extent far exceeding the destruction during 
the first world war. 

Disinvestment — drain on capital assets, either 
in the form of diminution of goods stocks, post- 
ponement of the maintenance of real or movable 
property, or by a belligerent country’s utilization 
of foreign investments for the financing of the 
war. 

Dislocation — a term intended to comprise all 
the disturbance caused by the vast extent to 
which the normal peace organization has been 
dislocated. 

It is in a very different degree that individual 
countries have been exposed to the damage here 
indicated and, what, perhaps, is still more im- 
portant, the power of recovery varies immensely 
from country to country. In Russia nearly 15 
million persons have perished in consequence of 
the war — and, as it seems, mostly vigorous 
young men and women, besides a large number 
of children —, but the vitality of Russia is so 
great that the loss sustained will apparently rather 
soon be replaced. For France, on the other hand, 
a loss of 600,000 persons during the second world 
war is an extremely serious matter, as it hits 
that nation at its weakest spot. 

The physical destruction in Germany and a 
number of other countries will raise very diffi- 
cult problems, but modern productive capacity is 
so great that it might soon bring about a miracle 
of reconstruction, if only it were allowed to devel- 
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op freely. For England it may be more difficult 
to find a compensation in her balance of pay- 
ments for the loss she has sustained by having to 
sell so much of her foreign assets and incurring 
indebtedness to so many countries. In order to 
balance her payments to foreign countries, Ing- 
land, in the future as in the past, will doubtless 
be greatly dependent on her trade and shipping, 
and must therefore hope for the earliest possible 
revival of world commerce. But increasing ex- 
changes of goods and services between the differ- 
ent countries implies the restoration of balance 
in the delicate system of equilibrium normally 
maintained between costs and prices, exchange 
rates and movements of capital. It should be 
borne in mind that dislocation may lead to losses 
far exceeding the sum-total at which the other 
damage caused by the war is estimated. In this 
connection it may be of interest to note that 
direct war expenditure during the first world 
war has been reckoned at a total amount of 
approximately 185 milliard dollars, whereas the 
losses incurred by the American people in the 
form of diminished production etc., during the 
severe slump in 1930—1933 and the subsequent 
stagnation in 1934—1939 has been estimated at 
no less than 200 milliard dollars. 

Capacity for creating wealth is not enough: 
this capacity must be given opportunity to mani- 
fest itself under favourable conditions. If the 
payment of “reparation” is unwisely ordered: 
(for example, by laying down a financial obliga- 
tion whilst impeding a corresponding influx of 
goods), the resulting disturbances may entail 
losses which, in the aggregate, will amount to 
sums far exceeding even a very highly fixed 
indemnity. This was the leading idea in Keynes’ 
attack on the provisions in the treaty of Versailles 
regarding the exaction of reparation from Ger- 
many. It would be well worth while today to 
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re-read the two first pages of his book “The 
Economic Consequences of the Peace” (published 
in the autumn of 1920), for they give a masterly 
exposition of the delicacy of the economic system 
which had gradually developed, and which receiv- 
ed such a severe shock in the first world war. 

When now, after another world war, we pro- 
ceed to resume the work of reconstruction, one 
of our first tasks will be to restore order in the 
monetary system. For, even, if a sound monetary 
system implies a sound economic basis — and 
if there is thus an interplay between the mone- 
tary and economic factors — anybody who has 
lived in a country where the population, in their 
daily pursuits, manifest a profound distrust of 
the constancy of the purchasing power of their 
own currency, knows how impossible it is to 
build up a flourishing trade on the quicksand 
which spreads when confidence in the value of 
money gives way. But even where confidence 
prevails, a real revival of world commerce can- 
not be brought about without liberty to buy and 
sell foreign exchange, at any rate for current 
transactions. During the crisis which began in 
1931 the countries which eventually formed the 
sterling group preferred to allow their currencies 
to be depreciated rather than submit to a system 
of compulsion corresponding to that introduced 
in order to “protect” the German mark. As there 
was €very reason to expect, the sterling-group 
countries, with their free foreign-exchange mar- 
kets, managed within a few years to attain a 
volume of foreign trade comparable with that 
during the peak year 1929, whereas Germany, 
in spite of all artificial contrivances jn the form 
of export premiums, etc., mever succeeded in 
bringing her volume of trade even up to 65 per 
cent. of the figure for 1929. 

In order that a country may be able to restore 
a free foreign-exchange market, it must firstly 
have at its disposal sufficient reserves in gold 
and foreign exchange, and secondly have estab- 
lished a fundamental equilibrium in relation to 
the economy of other countries (which implies, 
among other things, that its own budget does not 
give rise to inflation). The second condition is 
indeed more important than the first. During the 


nineteen-twenties a number of countries, by 


ordering their internal conditions, managed to 
establish a sound monetary system and to satisfy 
all current demands for payment in foreign 
currency, although their own reserves of gold 
and foreign exchange were very limited, and that 
too without being compelled to eke them out with 
foreign “reconstruction loans”. 

Access to foreign exchange, however, naturally 
conduces to lighten a country’s own financial 
difficulties. As regards such assets, the present 
situation is certainly better than is generally 
supposed, even in rather well-informed circles. 
The gold movements that have occurred since 
1941 have reduced the share of the United States 
in the world’s monetary gold stock from about 
three-fourths to somewhat more than half, which 
involves a considerable improvement in the distri- 
bution of the world’s supply of gold for mone- 
tary purposes. The holdings of gold and dollar 
exchange in countries other than United States 
amount, altogether, to about 20 milliard dollars, 
which is quite a handsome sum, especially when 
we bear in mind that the large American lending 
to foreign countries in the course of the years 
1920 to 1930 totalled 117/, milliard dollars. 

But, unfortunately, the existing reserves of 
gold and dollars are not evenly distributed among 
different countries. Europe will naturally have 
to pay the penalty for having allowed a world 
war — for the second time in one generation —, 
to proceed on her old stormy continent. Britain 
this time has been compelled to stake her entire 
financial resources and is now trying to repair 
the damage. In view of Britain’s world-wide 
empire and the position of London as a financial 
centre, it is difficult to see how a monetary order 
in the world could be restored without the pound 
sterling again becoming an international currency. 
American financiers in New York for several 
years have been emphasizing the importance for 
the economy of the United States of assisting 
England with a loan on cheap terms and the 
Government at Washington have on the whole 
approved this view, the practical outcome of 
which is the agreed loan amounting to 4,400 
million dollars. In view of the great concessions 
which England has made, especially on matters 
of commercial policy, it must be considered that 
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the low rate of interest, fixed at 2 per cent. (or, 
more strictly, 1.62 per cent., if allowance is made 
for the exemption from interest payments during 
the first five years) involves a rather meagre 
compensation for all that the American nego- 
tiators have attained. Congress will doubtless 
ratify the deal — certainly a very good bargain 
from an American point of view —, which was 
concluded by the signature of the loan contract 
and its annexes. 

When the loan to England has been approved 
by Congress and when additional facilities for 
borrowing (available in the form of loans and 
credits from the American Export and Import 
Bank and of monies supplied by the Bretton 
Woods institutions) have been turned to account, 
there is a prospect that shortage of foreign 
currency reserves will not stand in the way of 
a rather speedy settlement of the monetary prob- 
lems of the various countries. But what about 
the second condition — the restoration of ‘“fun- 
damental equilibrium’? In the statutes of the 
International Fund (according to the Bretton 
Woods plan) the question of ‘fundamental equi- 
librium” (or rather its opposite: fundamental 
disequilibrium) assumes a very central position, 
but without any attempt being made to define 
the implications of the term. 

It is not possible to deal here with more than 
one aspect of the many-sided problem of “‘fun- 
damental equilibrium”. The question which will 
be discussed here concerns the relation between 
the prices and costs in an individual country, 
on the one hand, and the prices and costs on the 
“world market”, on the other. But what is to be 
understood by the term “world market” during 
the next few years, those which for us, in this 
connection, will be of crucial importance? With- 
out doubt, the level of prices and costs in the 
United States. This, however, does not imply that 
other countries can let their wage rates rise as 
high as in the United States — such a thing will 
not be possible before a similar efficiency has 
been attained —, but it does signify that the 
fluctuations in the American price level will be 
regulative for the changes in the price quotations 
on the world market — there is at present no 
other country, or group of countries, that could 
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in any way check the ups-and-downs in the 
American level of prices. For different countries 
it will therefore be necessary to endeavour to 
attain a certain equilibrium relatively to the Amer- 
ican price level. In the summer of 1945 a couple 
of Swiss economists, on the basis of the then 
available figures, computed the “purchasing pow- 
er parity” between the Swiss franc and the dollar 
and they came to the conclusion that, in view of 
a greater price advance in Switzerland than in the 
United States, the foreign exchange value of the 
Swiss franc ought to be reduced as soon as 
possible. To this, however, it was objected from 
different quarters that at any rate certain prices 
in Switzerland would certainly fall as soon as 
the high freight and insurance rates entailed by 
the war were adjusted to a more normal level, 
whereas, on the other hand, the American price 
level would presumably rise, for one reason 
because everything pointed to a rather consider- 
able increase in the hourly rates of wages, which 
have such an important bearing on the costs of 
production. After the settlement of the steel strike 
in the middle of February 1946, it can be taken 
for granted that the American hourly wage rates, 
at all events within the principal branches of 
industry, will be immediately raised by about 15 
per cent. As these rates appear to have risen on 
an average by 30—35 per cent. since the first 
half-year of 1939, it may be expected that wage 
rates in the United States towards the swmmer 
of 1946 will be about 50 per cent. higher than 
during the first half-year of 1939. 

When other countries proceed to a comparison 
between the rise in their own wage rates and; 
the rise which has occurred in the United States, 
care should be taken first and foremost that 
really comparable figure series are used. The 
following table, which was drawn up by Kenneth 
B. Williams, an expert on labour questions on 
the staff of the Federal Reserve Board in 
Washington, shows in what degree the signifi- 
cance of the term “rise of wage rates” shifts 
according as the comparison is based on the one 
or the other figure series. 

The increase in the ‘‘total payroll” is due, 
inter alia, to the increase in the number of 
employees when unemployment practically ceased 
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Increases in pay of all non-agricultural employees 
as shown by various methods of measurement. 
1940 to 1944. 


Method of measurement Percentage increase 


aml peyaOll bh & ooo woo ol ee oo we 104 
Average weekly earnings. . .....-+.+.+-.-s 63 
> IMoidhy Gehan 5 6 Ob 5 oo Dy oo 47 
> straight time hourly earnings. .... . 41 

> > > 5) > with constant 
industry weights. . 35 
> WENO 5 Gaolh 5 oo 6 So bo Of 30 


during the war. In addition, it is affected by the 
increase in the average weekly earnings, which 
in turn was due to the prolongation of the 
working week as well as to higher pay for over- 
time work. The increase in the average straight 
time hourly earnings reflects, for example, the 
transfer of workers from agriculture and other 
relatively poorly-paid work to industries with 
relatively high hourly rates. From the viewpoint 
of costs of production the changes in the average 
straight time hourly earnings play the principal 
part, but not until adjustment has been made for 
the transfer of workers to industries with higher 
wage rates. The last figure series but one in the 
above table shows approximately the same result 
as the change in “wage rates’, which refers to the 
wages paid for a certain quantum of work (or 
quantum of time, when time wages are paid). 
In any international investigation care must be 
taken to compare like with like. The percentage 
increase, in fact, varies considerably from the one 
series to the other. 

If we study the changes in the exchange rates 
and price levels for example during the nineteen- 
twenties, we shall find that the changes in wage 
rates in the different countries provide the best 
basis for judging the real value of the different 
currencies. For, even if the costs of production 
in the different countries were affected by 
changes in the efficiency of the productive ap- 
paratus in question, it seems that the relation 
between the countries in this respect had remained 
relatively constant. In fact, we find a high 
degree of correspondence in the changes of the 
price levels in different countries, as soon as the 
more fundamental factors had been given an op- 
portunity to make themselves felt. Many theoret- 


ically justified objections may be made against 
the theory of the “purchasing power parities”, 
but an examination of the figure material of the 
last thirty years shows that in practice the said 
theory has worked astonishingly well. It is, one 
may say, a rather peculiar theory, which turns out 
to be more tenable in practice than from a purely 
theoretical point of view. 

In order that a comparison between the level 
ef prices and costs in different countries may 
give reliable results, it is necessary that the base 
year selected as a starting-point for the comparison 
should show a state of sufficient equilibrium. The 
year 1913 was in this respect satisfactory; from 
an economic point of view it was not a charac- 
teristic year, marking rather an intermediate stage 
between a boom and a slump. There is, however, 
good reason to presume that the different coun- 
tries, after a long period of peace, had attained 
in 1913 a state of equilibrium in relation to one 
another. 

It is not, however, possible to make any cor- 
responding assumption in regard to the situation 
in 1939. Even a superficial examination of dif- 
ferent series of price index numbers, recalculated 
according to the existing rates of exchange, indi- 
cates that e. g. the French franc was undervalued 
relatively both to the pound sterling and the 
dollar. But also in regard to the United States, 
certain reservations must be made. The very fact 
that in 1939 there were nine million unemployed 
in the United States indicates that the economic 
life of the country was by no means in equili- 
brium. Different explanations may be given re- 
garding the disturbance of equilibrium that had 
occurred in the United States, but from the 
point of view which is of special interest here, 
namely the relation to the economy of other 
countries, it is important to draw attention to the 
difference which existed during practically the 
whole nineteen-thirties in the development of 
costs and particularly wages between the United 
States, on the one hand, and the countries of the 
sterling group, on the other. 

The severe and quite unexpected fall of prices 
which began to assume alarming proportions as 
far back as 1930 soon led to a marked lack of 
equilibrium between costs and prices, with conse- 
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quent reduction of the number of employed work- 
ers. At first, an attempt was made to restore 
equilibrium by reducing wages and other costs 
(including interest charges), but the fall of prices 
was so marked that a satisfactory result could not 
be attained solely by these means. England and 
other countries whose currencies were devaluated 
in the autumn of 1931 obtained thereby some 
support for their respective price levels; and, as 
those countries continued to force down wages 
and other costs even after their currencies had 
been depreciated, they succeeded rather soon in 
restoring a high degree of equilibrium in the cost 
and price structure and thus in attaining an im- 
provement of the economic situation, which led 
to larger real national income and a higher 
standard of living. Slowly but surely, normal 
wage rates rose according as the demand for 
labour increased. 

In the United States, on the other hand, the 
dollar was maintained at the former gold parity 
down to the spring of 1933, which exposed the 
domestic prices and wage rates to a terrible pres- 
sure. The consequence, however, was that as soon 
as the dollar had been devalued, so that the pres- 
sure from outside had lightened, a strong reaction 
set in against the wage policy hitherto pursued ; 
the nominal wages were in fact raised in 1933 
and 1934 practically up to the level of 1929. 
Prices, on the other hand, remained at a consider- 
ably lower level. 

In 1936—1937 a new wage movement set in, 
although there was still considerable unemploy- 
ment in the United States; wage rates were raised 
by about 15 per cent; commodity prices at first 
showed a tendency to rise, but a set-back soon 
occurred, and the lack of equilibrium beetwen 
costs and prices was thus still further aggravated. 
In short, the result was that the American nominal 
wages, owing to purely internal conditions, were 
raised in a degree which had no correspondence 
in the wage movement in other countries. World 
prices, however, were determined during the 
thirties mainly by developments in the sterling 
group. They, in fact, followed neither gold nor 
the dollar, but the pound sterling, in view of the 
economic importance of the sterling group at 
that time. This fact has not been sufficiently ob- 
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served in the United States, where, to the perpet- 
ual astonishment of a European, wage questions 
are constantly being discussed without the least 
regard to developments in other countries. The 
fact that under normal conditions merely 10 per 
cent. of the American production of goods is 
exported has evidently led to an underestimate of 
the economic influence of foreign countries on 
American industry. It is, however, incontestable 
that, at any rate during the thirties, the world 
price level, and thus also American prices, were 
practically determined by price movements within 
the sterling group. A unilateral increase of wage 
costs in the United States was bound under such 
conditions to lead to a lack of equilibrium also 
in the internal American cost and price structure 
— and here we find a natural explanation of the 
high degree of unemployment in America which 
still existed in 1939, and which shows that the 
working classes as a whole may be the chief 
sufferers from a misguided wage policy. 

Here, however, we are chiefly concerned with 
developments from the viewpoint of an interna- 
tional state of equilibrium. If the above analysis 
is correct — and everything indicates that this 
is the case —, the European countries, in com- 
paring increases of costs within their own econo- 
my with that which since 1939 has occurred in the 
United States, may proceed from the assumption 
that they have, so to speak, a certain margin to 
the good, owing to the fact that the American 
level of costs was too high in 1939. An exact 


gauge of this margin can scarcely be given; pre- 


sumably it lay between 10 and 20 per cent.; but 
the important thing is that its existence should 
not be overlooked. For it may stand in good 
stead. Most European countries are suffering 
from high coal prices and other adverse circum- 
stances resulting from the war, which tend to 
increase the costs of production. For this a 
certain compensation is required; perhaps, we 
have already attained it as a legacy of pre-war 
conditions, 

As regards England, it must also be borne in 
mind that the foreign exchange value of the 
pound sterling (reckoned in gold or dollars) was 
reduced by about 14 per cent. during the late 
summer and autumn of 1939. In this way an 


= 


additional margin was produced — a fact which 
is often overlooked in making comparisons be- 
tween price movements in England and the United 
States. 

As American wage rates are now rising by 
about 15 per cent., we must, however, ask our- 
selves whether this rise can be borne by industry 
without an economic decline supervening. Con- 
trary to what happened in 1936—1937, it can be 
taken for granted that price movements on the 
American market this time will be determined 
primarily by purely American factors or, in 
other words, that there is no group of countries 
outside the United States which in regard to 
prices is strong enough to check a rise on the 
American market, due to an increase in the costs 
of production. This, however, holds good only 
within certain limits. Various American prices 
are even now at a rather high level as compared 
with corresponding quotations abroad, but, in 
view of difficulties in delivery and other cir- 
cumstances which tend to retard production in 
other countries, American industries will presum- 
ably be able to maintain their international posi- 
tion despite the increase in costs to which they 
are at present exposed. 

In American dicussions, as previously indicated, 
international points of view are scarcely con- 
sidered at all. There attention js being con- 
centrated almost solely on the question of the in- 
creases in price which the American price-con- 
trolling authorities should allow in order to give 
industrial companies a sufficient margin. In this 
respect there is a considerable divergence of opin- 
ion between the representatives of industry, on 
the one hand, and the price-controlling authorities 
on the other, whilst the labour organizations are 
scarcely adopting any concerted policy. Presum- 
ably, sufficient price increases will be allowed in 
order to enable a remunerative production to be 
maintained. When this has been done two im- 
portant tasks remain, which here can be merely 
indicated. Firstly, care should be taken that the 
level of costs attained after the present adjust- 
ment of wage rates shall be maintained fairly 
stable for a considerable time ahead, so that, 
nationally and internationally, a firm basis is laid 
for the adjustments necessary after the war, Even 
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with a stablization of the nominal income, an 
increase of the real income can be effected by 
suitable price reductions and especially by a 
general improvement in quality after the deterio- 
ration entailed by the war. 

Secondly, the price-controlling authorities in 
particular should realize that the purchasing 
power of money during the war has changed in 
such a way that, broadly speaking, it is likely 
to become permanent. The average rise in wage 
rates by 50 per cent. since 1939, compared with 
a rise in the price level amounting to somewhat 
more than 40 per cent., reflects a fall in the 
purchasing value of money by at least 25—30 
per cent. This change must be accepted in widely 
different fields, in order that a natural equilibrium 
may be restored, and that industries may one 
day be freed from the strait-jacket of price 
control. Everything cannot be attained at once, 
but official and other prices, taxes, rents, etc., can 
be gradually adjusted to a new normal level. In 
this way the intensive force inherent in Amer- 
ican economic life may again have an opportunity 
to assert itself. 

In the memorable speech with which Lord 
Keynes on the 18th December 1945 took part in 
the debate in the House of Lords on the Amer- 
ican loan, he stated: “The United States is 
rapidly becoming a high-living and a high-cost 
country. Their wages are two and a half times 
ours. These are the historic, classical methods by 
which in the long run international equilibrium 
will be restored.” These words of Keynes should, 
however, be interpreted with some reservation. 
Experience shows that in the United States the 
import surplus of foreign raw products, manufac- 
tures and semi-manufactures is largest when 
American industries are favoured by a boom with 
a high degree of employment. But a sudden rise 
in wage costs, as was the case in 1936—1937, 
may lead to an abrupt set-back in the economic 
situation and thus also to a considerable decrease 
in imports. The world as a whole will derive most 
benefit from such a balance between costs and 
prices in the American economy that a steady 


course of economic development will be facili- 
tated. 
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JIGME TRIRKOM Sy GIS AGOR Usaha be GROWING 
NAST QIN Ale DiEBeL 


BY PROFESSOR ERIK LINDAHL 


The expansion of the national debt in most 
countries during the war years has given rise to 
various speculations as to how far the State can 
continue its borrowings without this leading to 
decisive ill-effects for the financial position of 
the community. The great danger which threatens 
as a result of creating a heavy burden of public 
debt is naturally a deterioration in the value of 
money. But if the State has a firm grip on the 
economic policy, this risk — at least until the 
debt has become all too great — can be reduced 

by taking various far-reaching stabilizing mea- 
sures. From certain points of view, however, this 
State intervention and its results also constitute 
inconveniences which restrict the possibility of 
increasing the national debt. The purpose of the 
following presentation is to give a survey of these 
checking factors which assert themselves with in- 
creasing strength in the case of continued State 
borrowing. 

In this connection an important distinction must 
first be made with regard to how the borrowed 
money is employed. Borrowings become “self- 
liquidating” if the loans are used to purchase capi- 
tal assets in private ownership or for the creation 
of real capital, the yield of which is sufficient 
to pay the interest on and amortization of the 
loan. In other cases when the loan is ear-marked 
either for capital investments, which are not re- 
munerative in the ordinary sense of the word, 
or for consumption purposes, borrowing leads to 
an increase in the State’s “deadweight-debt”’. 
By this term is meant the amount by which the 
State’s total debts exceed the capital value of 
the State assets, which are remunerative in the 
ordinary sense of the word. (If this latter value 
should exceed the total debt, it is possible to 
speak of a negative deadweight-debt, and for the 
rest to apply the same argument as if that debt 
were positive. ) 
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The self-liquidating national debt is thus cha- 
racterized by being covered by income-yielding 
assets and therefore not likely to cause the tax- 
payers any apprehensions. What restricting fac- 
tors then assert themselves in the case of this clebt 
being expanded? 

Let us imagine a successive taking over of pri- 
vate enterprises by the State, the previous owners 
being compensated by means of interest-yielding 
State securities, which process can be carried 
fairly far without any serious disturbances arising 
on the capital market. A certain depreciation in 
the State securities in relation to other imvest- 
ments certainly appears probable, and if at the 
same time the State invests borrowed money on a 
considerable scale in new remunerative real capital 
assets, a tendency towards a general rise in the 
level of interest must be expected. But as long as 
it is a matter of home investments, these effects 
will probably hardly appear so deterrent that they 
will to any considerable extent restrict the State's 
liberty of action. Gradually, however, it will be- 
come increasingly difficult for the State to find 
investment possibilities, which are safe and remu- 
nerative in the ordinary sense. And that there 
must be an upper limit to the self-liquidating debt 
appears from the fact that the productive re- 
sources of the country only to a restricted extent 
can be the object of remunerative investment, 
and that political and other difficulties may place 
obstacles in the way of the acquisition by the 
State of profit-yielding foreign investments. 

Even long before this technical maximum for 
the expansion of the self-liquidating national debt 
is reached, however, certain checking factors make 
themselves felt, which have reference to the risk 
that, in the future, productive investments will 
not constitute a sufficient cover for the aggregate 
loans. If the debts are fixed ina foreign currency, 
the State cannot do much to reduce this risk, and 
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therefore a practical limit to borrowings is reached 
soon enough. Again, if the debt is in the home 
currency, the borrowing can be carried further, 
but only at the price of fairly far-reaching mea- 
sures of monetary policy, intended to protect the 
interests of the State as a borrower. 

First and foremost, it will be of vital importance 
for the State that the value of money does not 
appreciate. Stronger opposition will therefore be 
made to a lowering than to a raising of the level 
of prices, and in the long run the result of this 
will probably be a certain deterioration in the 
value of money. Further, it will be tempting for 
the State to try, by means of a regulation of the 
home capital market, to attain a lower level of 
interest rates and thereby a lower interest burden 
than would be possible under freer conditions. In 
connection herewith it would also be necessary 
to introduce a certain control over the movements 
of capital to and from abroad. Even apart from 
the regulation of the home capital market, a large 
national debt may constitute a motive for the in- 
troduction of exchange control. When a consider- 
able part of the nation’s productive resources has 
been mobilized by. the issue of Government 
bonds, the possibility must be taken into account 
that the latter may be the subject of speculative 
transactions on the part of foreign capitalists. As 
such movements of capital would jeopardize the 
stability of the currency, the appropriate authori- 
ties must have the possibility of controlling them, 
and that presupposes some form or other of ex- 
change control. 

From this the conclusion can be drawn that 
if it is desired to avoid a regulation of the home 
capital market and also to retain a relatively free 
foreign exchange market, a certain moderation 
must be observed in the matter of State borrow- 
ings even when the latter, as has been presup- 
posed here, are intended to finance investments, 
which are remunerative. 


To a certain extent a deadweight-debt can be 
of about the same character as a self-liquidating 
debt; for if the Government finances invest- 
ments by means of loans, which are 


certainly not 
remunerative 


in the ordinary sense, but, which 


bring about such an increase in the private in- 


comes as to make the resultant increase in the 
State revenue from taxes sufficient for the pay- 
ment of interests on and amortization of the 
loans in question, the position will not be very 
different (at least from the taxpayers’ point of 
view) from that if the loans were also formally 
self-liquidating. 

If these loans are to be profitable from the 
point of view of the community, however, it is 
not necessary that the taxes on the increased 
incomes alone should be sufficient to pay the 
interest on and amortization of the loans. It is 
naturally sufficient that the increase in incomes 
itself should exceed the expenditure for the 
loan, irrespective of the fact that only part of 
this increase falls to the State and that there- 
fore an increased burden on the taxpayers will 
sooner or later become inevitable (in relation to 
the imaginary case that the loan-financed expen- 
diture had not been made at all). Attention should 
be paid in this connection, however, to the fact 
that the increase in the burden of taxation may 
in itself lead to certain complications. In this 
respect, therefore, there is an essential diffe- 
rence between this case and that of self-liquidat- 
ing State borrowing. But so long as only such 
expenditures are financed by means of loans as 
are expected in the long run to lead to a cor- 
responding increase in private incomes, the pos- 
sible increase in the burden of taxation entailed 
by the interest and amortization payments will 
not as a rule be of such importance as to be 
considered a checking factor. 

From this point of view a defence can be 
advanced for the financing by means of loans 


of such capital expenditure — for instance for 
roads or for the improvement of the health or 
education of the people — as certainly does not 


directly yield revenue for the State, but in the 
long run is expected to result in a permanent 
increase in the national income, whereby its pro- 
fitability from a social-economical point of view 
appears fully assured. 

Similarly there is justification for those level- 
ling financial measures, which imply that the 
State counteracts any tendencies towards depres- 
sions by financing certain current expenditures 
by means of borrowings. If such an under- 
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balancing of the budget during a period of poor 
trade conditions is compensated by a correspond- 
ing over-balancing during a following period of 
good conditions, there is no national debt pro- 
blem in the long run. However, it is not certain 
- or even probable that a budgetary policy on these 
lines — which were actually adopted in Sweden's 
official program in the 1930's — will really 
conduce to the best levelling out of economic 
fluctuations; for this would presuppose that the 
need of contractive measures during good years 
was as great as that of expansive measures in 
years of depression. But it is easily realized “that 
the more effectively depression tendencies are 
combated by. means of measures of financial 
policy, the smaller are the prospects of the de- 
velopment during the following year being in an 
exaggeratedly upward direction. In such a case 
therefore, the program really presupposes that, 
by means of a special interest-policy or otherwise, 
such exaggerated boom conditions shall be devel- 
oped that a correction by means of a great 
over-balancing of the budget appears justified”.* 
If this result is not accepted, the levelling finan- 
cial policy will thus in the respects referred to 
come to mean that the loans issued during the 
years of depression will not be fully repaid dur- 
ing following good years but will be allowed to 
cause a successive increase in the deadweight- 
debt. From a political point of view, a circum- 
stance which is of extreme importance, but which 
we do not need to deal with more closely below, 
however, is that at least a part of this increase 
can be counteracted by an annual confiscation of 
capital, ¢. g. in the form of relatively high death- 
duties. 

So far we have been concerned with social- 
economic profitability in the sense that expendi- 
ture financed by borrowing will sooner or later 
entail a corresponding increase in the total money 
incomes of private individuals. It is possible, 
however, to adopt a similar view with respect to 
such public investments as do not obviously pro- 
mote private economic activities but will benefit 


* See my paper >Teorien for den offentliga skuldsattningen», 
in »Studier i ekonomi och historia», dedicated to Eli F. 
Heckscher 24. 11. 1944, p. 106, in which certain lines of 
thought referred to here are developed more in detail. 
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private individuals in their capacity as members 
of a civilized community. These investments in- 
clude certain capital expenditures of the regular 
public administration (for instance buildings) and 
certain expenditures for the national defence and 
for cultural (including religious) purposes. If the 
advantages which will accrue to private indi- 
viduals from such capital investments over a 
period of years can be considered to represent a 
value for them in terms of money exceeding the 
expenses for interest and amortization of the ca- 
pital sums invested, there will evidently be a 
social-economic profitability, although in a more 
intangible sense. In such a case borrowings for 
such purposes can at least under certain condi- 
tions be looked upon as justifiable, although the 
increase in the future taxation caused by the 
borrowings will call for greater attention than 
when the borrowing is intended for real produc- 
tive expenditure. 

What has been said indicates that an increase 
in the deadweight-debt of the State should not be 
looked upon as an exceptional phenomenon con- 
nected with war periods, when to a great extent 
the State is forced to resort to the method of 
borrowing in order to be able to meet the enor- 
mously rising expenditure. Even under peaceful 
conditions reasons might be advanced for a con- 
tinued increase in this debt, in spite of the fact 
that in that way the capital position of the State 
— if regard is paid only to the ratio of income- 
yielding assets to liabilities — is increasingly de- 
teriorated. From certain points of view a defence 
can even be advanced for carrying the under- 
balancing of the budget still farther than has been 
postulated here. 

Thus if the State were regularly to cover a 
certain part of its current expenditure by means 
of borrowings instead of by taxation, the result 
would certainly be an increased demand for con- 
sumer goods. But this need not lead to a rise in 
prices, if by maintaining a relatively high level 
of interest rates or by controlling investment 
activities the State sees to it that a requisite part 
of the country’s productive power is directed to 
satisfying the immediate requirements of con- 
sumer goods, whereby the creation of capital may 
be restricted to what remains of the national in- 
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come. The effects are thus restricted to a change 
in the distribution of the national products be- 
tween the owners of the productive factors, an 
increase in consumption at the expense of the 
creation of capital, and finally, a continued growth 
of the deadweight-debt of the State, which, how- 
ever, in itself implies a corresponding increase 
in the net capital of the individuals. From the 
point of view of national economy the drawback 
in this development is that the country’s capital 
resources increase more slowly than when the 
budget is more strictly balanced, and therefore 
the factors promoting the growth of the national 
income ‘are somewhat weakened. But atthe same 
time the advantage is gained that consumption 
and the standard of living can be raised to a 
more satisfactory level already in our own time. 
And if it-is considered that a better standard of 
living at the time more than outweighs a decline 
in the degree of progress in the future, this form 
of under-balancing appears to be justifiable in 
principle, even if the complications arising in this 
case may be expected to be greater than in the 
previous case. 

But the question presents itself: What wiil be 
the end of this development? Will the result be 
that the burden of taxation undergoes a constant 
increase and finally becomes so heavy that a 
catastrophe in the form either of inflation or af 
a confiscation of capital cannot be avoided ? 

The answer to this question will differ accord- 
ing as a community in stationary (or retrograde) 
conditions or a progressive community is consi- 
dered. In the former case the-load of debts and 
interests will undoubtedly rise successively in 
relation to the national income. Tf inflation is to 
be avoided it is therefore necessary to expect 
either a continued rise in the current burden of 
taxation or a great confiscation of capital at a 
later point of time. The case of interest for us 
is, however, a community which is progressive, 
when the question of the relation between the 
State debt and the national income assumes 
another import. 

For a progressive community the important 
principle holds good that a deadweight-debt of a 
certain size becomes of increasingly smaller eco- 


nomic importance as the general economic posi- 
tion improves. This holds good also if at the 
outset the deadweight-debt is negative, 7. e. if the 
State’s profit-yielding capital investments exceed 
the total amount of the debt; for, other things 
being equal, the net capital of this State will in 
time form an ever smaller proportion of the 
growing national wealth. This is due to the fact 
that the State has not the same possibilities as the 
individual to increase its capital by means of sav- 
ings. Thus, while the individual’s capital grows, 
the State’s capital remains stationary, apart from 
extraordinary additions, unless the State resorts 
to the ‘method of investing money from taxes in 
profit-yielding enterprises, which has not been 
postulated here. If no capital levy is resorted to, 
and if the budget in the long run shows a balance 
between the current revenue and expenditure, 
which is not remunerative in the ordinary sense, 
the development will thus be in the direction of a 
position where the State’s deadweight-debt or 
positive net capital will be of vanishing impor- 
tance. 

With this principle there is connected another, 
which is equally important for our problem: if 
the deadweigth-debt of the State increases an- 
nually by a constant fraction or multiple of the 
annual increase in the national income, the deve- 
lopment will be in the direction of a position 
where the relation between the deadweight-debt 
and the national income will be the same as this 
constant relation between the annual increases 
in debt and national income. If the interest on 
the deadweight-debt is covered by current taxa- 
tion, the pressure of taxation will thus, other 
things being equal, approach the level which ren- 
ders possible the payment of interest on a debt 
which is in the above-mentioned relation to the 
national income. 

With regard to the last principle, it may be 
pointed out further that it holds good indepen- 
dent of whether the annual debt increase is larger 
or smaller than the annual increase in national 
income. Thus, if the annual growth of the dead- 
weight-debt should be one-third of that of the 
national income, development goes in the direc- 
tion of a position in which this debt is one-third 
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of the national income. Again, should the annual 
debt increase amount to three times the amount 
of the annual increase in the national income, a 
position of equilibrium is approached, where the 
deadweight-debt is three times as large as the 
national income. The nearer this position is ap- 
proached, the greater will be the correspondence 
between the percentual growth per year of the 
debt and that of the national income. 

Further, the principle in question holds good 
independent of whether the initial relation be- 
tween the deadweight-debt and the national in- 
come is smaller or larger than the relation be- 
tween the absolute growth of the debt and that of 
the national income during the following period. 
In the former case the percentual increase of the 
debt will be greater than that of the national in- 
come, in the latter case it will be smaller. In 
otherwise similar circumstances one may clearly 
expect in the former case a rising, and in the 
latter case a falling pressure of taxation; but in 
both cases the level of taxation is approached 
which is conditioned by the position of equili- 
brium. 

From what has been adduced the conclusion 
can be drawn that a country with a large natio- 
nal deadweight-debt in relation to the national 
income can improve its position in respect of 
taxation, even if the national debt continues to 
increase by a larger amount annually than corres- 
ponds to the increase in the national income. It 
is only necessary to see to it that the relation 
between the annual growth of the debt and that 
of the national income is less than the relation 
between the debt and the national income at the 
outset. On the other hand, for a country with a 
small (or negative) deadweight-debt — Sweden 
is probably such a country — it may be difficult 
to avoid some accentuation of the pressure of 
taxation in the case of an increase in the debt, 
even if this increase is only a fraction of the 
annual growth in the national income. But of 
decisive importance in the practical consideration 
of the question in this case is the fact that, if 
only the debt increase bears a constant relation 
to the increase in the national income, the rise 
in taxation caused by the growing burden of 
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interests will not exceed a certain maximum limit. 
Where this limit is depends naturally on how 
high this relation is. 


Finally, the question may be raised, what will 
be the development if the budget is under-bal- 
anced every year, not only as in the former case 
by an amount which is in a constant relation to 
the increase in the national income but also with 
the current interest on the increase in the dead- 
weight-debt from the outset. A borrowing policy 
of this kind is of interest in that it tries to com- 
bine the advantages associated with the under- 
balancing with a relatively low and constant pres- 
sure of taxation. 

When the course implies that the increase in 
taxation warranted by the rising burden. of inte- 
rests is left to the future, sooner or later it must 
naturally lead to a catastrophe. This is caused 
by a growing tension between the constantly. ris- 
ing nominal incomes, the total amount of which 
exceeds the national income by the interest on 
the national debt paid out by the State, and the 
supply of consumer goods, which can certainly 
be increased for a time by the transfer of pro- 
duction factors from the capital industries, but 
in the end must be decreased. In a certain posi- 
tion an inflationary development of prices can 
no longer be prevented, unless, by means of a 
drastic confiscation of capital, the State deflates 
the incomes of individuals to a level which bears 
a more reasonable relation to the national income. 

Even if, under otherwise favourable condi- 
tions, a borrowing policy on these lines may be 
continued during a period which is reckoned in 
generations, there is a decisive dissimilarity as 
against borrowing programs of the type discussed 
above, for the latter do not lead to a catastrophic 


‘ In the paper cited previously I calculated that if the 
Swedish deadweight-debt, which at the present time is prob- 
ably not much above the zero level, is allowed to rise by */3 
of the annual increase in the national income — which at 
the present time would imply a debt increase of somewhat 
more than 100 mill. kr, annually — the resultant increase in 
the pressure of taxation will be fairly small at first, but after 
a generation will be fairly close to a maximum value of 0'79 % 
of the total private income. In this connection it was pre- 
supposed that the rate of increase in the national income 
was 2 % per annum, and that the interest paid on the debt 


was 3 %. 
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position but may be pursued indefinitely. It 
should therefore be possible to set up as a good 
rule for financial policies that the under-balanc- 
ing of the budget should mot in the long run 
be a growing multiple of the annual increase in 
the national income. 


In laying down the rules governing State 
borrowing it is important to determine, first, 
the expenditure that is to be financed by borrow- 
ing and, secondly, at what pace these loans are 
to be repaid. In both cases a reform is under 
consideration in regard to the official program 
hitherto adopted in Sweden. In the first place, 
the idea is to widen the scope for such income- 
yielding expenditure as is to be financed by loans 
by being included in the capital budget, though 
as a rule subject to an adequate amortization plan 
(providing for depreciation in the current bud- 
get). Secondly, any under-balancing of the cur- 
rent budget in a period of depression would not 
necessarily have to be compensated by a corres- 
ponding over-balancing in a subsequent period of 
good conditions. 


With reference to the foregoing remarks it 
may be asked whether this program could not be 
further stabilized by the fixing of a@ certain rela- 
tion between the increase in the amount of debt 
and the increase in-national income, which for a 
certain period to come would mark the maximum 
of the net borrowing of the State for other pur- 
poses than profit-yielding investments. 

The fixing of this relation must evidently be 
based on a balancing of present and future needs 
and a determination of the possibilities to cover 
these. As regards this question, which in the last 
resort must be solved politically we will here only 
call attention to the importance of the degree of 
progress: the greater the degree of progress with 
which we are to calculate, the higher the limit 
may be fixed for the increase in the public debt, 
as the consequent restrictions in the normal for- 
mation of capital need not then involve such a 
great reduction in future needs. The present fore- 
casts as far as Sweden is concerned would, how- 
ever, rather suggest that a relatively low limit 
for the continued expansion of the public debt is 
advisable. 


Qvuarrtrerty Review. 


APRIL 1946 49 


ES 


isEeIVPORTAN GE OF THE SALARIED 
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BY ELIS HASTAD, D. PH. 


Sociologists often speak of an old and a new 
middle class. E. H. Thornberg characterizes them 
in his graphic way: “A distinction has been made 
between a middle class of an older and younger 
type. Among the older middle class we include, 
for example, tradesmen, artisans and industrial- 
ists up to a certain income limit, also the large 
number of farmers (within the border between 
small peasant proprietors and estate-owners) ; 
holders of subordinate salaried positions, teachers 
and other intellectuals on the fringe of the upper 
class proper. Under the younger or new middle 
class we range the swelling corps of employees in 
Government or municipal offices and private 
undertakings, the functionaries of various organi- 
zations or movements, persons in positions of 
trust, preachers, journalists, wholly or partly pro- 
fessional politicians, whose intellectual pursuits 
and — often — habits of life place them in a 
position above wage-earners.” 

Particularly “the swelling corps” of employees 
deserve attention, in view of their importance for 
the national life. No attempt will be made here 
to indicate the sociological réle which the in- 
crease of the class of employees may be expected 
to play, e. g. for the mingling of classes. The 
problem of the relations between the old middle 
class and that section of the new middle class 
which consists of salaried income-takers must 
also be passed by, though this is by no means 
without a bearing on the position of employees 
in the present-day national community. 

The increase of the last-mentioned class is, as 
we know, a universal tendency, which has every- 
where been brought to light and discussed. This 
increase, which at first was due to the extension 
of trade and communications, is being intensified 
according as State control and social policy are 


gaining new ground. It is highly significant that 
the present discussion on social problems, espe- 
cially among the experts, revolves round the ques- 
tion not only whether we have the requisite train- 
ing facilities, but also people enough to venture 
to carry out certain schemes of reform, especially 
as regards treatment in hospitals and asylums. The 
now overdone vocational training tends in the 
same direction; one of its principal objects is to 
give special training to the workpeople, who, in 
these technical times, are acquiring a position 
which, in reality, almost corresponds to that of 
an office employee, though the “black coat” is 
missing. Rationalization is here the impelling mo- 
tive and is manifested in the shifting of the pro- 
portion between manual and non-manual workers, 
in favour of the latter. The legislation of the last 
few years for the restriction of the hours of 
work in shops also seems, in some measure, to 
have accelerated the increase of the group of 
employees. 

Whereas the workers, in increasing degree, are 
being trained for skill in special trades, the ten- 
dency as regards office staff is, on the whole, 
“de-individualizing”: many of them have become 
mere office robots and have thus been levelled- 
down financially. This process is going on apace 
and, in course of time, may have marked political 
consequences: presumably, however, it is coun- 
teracted by the fact that most of the routine work 
is performed by women, who, socially and politic- 
ally, are more affected by environment than by 
income conditions. 

The most up-to-date figures regarding the 
number of employees are derived from the 1940 
census report. Mr. Ernst Hoijer, Chief of the 
Central Office of Statistics, has made a summary 
of the census material. He estimates the number 
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of salaried employees at 603,000; if the members 
of their families are included, at no less than 
1,038,000. By way of comparison, it may be men- 
tioned that the number of workers at the same 
time was 1,503,000; inclusive of members of their 
families, 2,704,000. With some reservation in view 
of the different bases of classification at the 1930 
and 1940 censuses of the population, Mr. Hoijer 
estimated that the number of employees had 
increased during the intervening decade by 44 
per cent., whilst the entire remaining population 
over the age of. 15 years had increased merely by 
about 10 per cent. Whereas in the country at 
large, the administrative personnel in 1940 repre- 
sented 22 per cent. of the persons engaged in gain- 
ful occupations, the corresponding figure for 
Stockholm amounted to no less than 40 per cent., 
or, in absolute figures, about 140,000. 

As a social class, the employees did not acquire 
any marked group consciousness until their orga- 
nization in unions had made some headway. Their 
environment, education, office duties and salaries 
were too disparate to foster any strong sense of 
social solidarity. Not until the Riksdag in 1931 
had requested the Government to institute an 
inquiry into the position of salaried employees 
on the labour market did the movement among the 
employees, which, in part, had previously been 
directed towards ideal aims, begin to develop into 
an organization frankly designed for the protec- 
tion of professional interests. This development 
was promoted by the law of 1936 relating to the 
right of association and negotiation and by the 
laws of following years regarding the “right of 
negotiation for State und municipal officials”, 
These measures for the promotion of the collec- 
tive rights of employees were reflected in the mem- 
bership figures of the organizations, which just 
at that time showed a rapid increase, A matter 
which had an indirect bearing on this movement 
was that the salaries of employees, which had 
lagged behind during the critical years of the nine- 
teen-thirties, on recovery towards the end of that 
decade, rose at a slower pace than the wages of 
the strongly organized industrial workers. 

Nearly two-thirds of the employees appear now 
to be organized, though, as regards State officials, 
they are split up in several main organizations, 


As for the remainder, all of them cannot be 
regarded as organizable, but the federations are 
continuously growing. Its importance for the 
regulation of the labour market has been evi- 
denced by certain extensive agreements with the 
Employers’ Association, as also in negotiations 
between representatives of the State officials and 
the Government, which have virtually set the 
Riksdag aside. And the employees have obtained 
a special representation, e. g. in the county 
labour committees, the index committee and the 
supervisory board of vocational training. But, 
despite the wishes repeatedly expressed by the 
Riksdag, they still lack an independent represen- 
tation. on the Labour Court (for the settlement 
of labour disputes), the Labour Council and the 
Insurance Council, where members of the Feder- 
ation of Trade Unions alone represent the in- 
terests of all employed. It may be presumed that 
this subordination will soon be abolished and 
that the employees will emancipate themselves 
also in this respect. 

If we consider the middle class in the usual 
sense of the term as a factor in Swedish politics, 
their active appearance can scarcely be conceived 
before they had been more clearly distinguished 
as a social group. It is, of course, difficult to 
determine what were the middle classes in olden 
times. With some degree of truth, the estate of 
the commoners and, in the Riksdag, the estate 
of the clergy might be designated as a middle 
class in contrast to the nobility, but such a 
comparison would be little enlightening, not to 
say sheerly misleading. The clergy were doubtless 
regarded as an upper class by the general public, 
and, among the burghers, owing to the graded 
voting scale, the most well-to-do predominated. 
On the other hand, it might pointedly be main- 
tained that the officials were dominant during 
the period of the Four Estates. The officials — 
including many of lower rank, who, as it was 
phrased, “voted for the uniform” or were in. 
the career —, formed about 50 per cent. in the 
House of the Nobility, tallied with the whole 
estate of the clergy and — as burgomasters and 
aldermen —, constituted about: half the estate of 
the commoners. This applies in any case from 
the period of independence, and traces of it are 
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noticeable in all our statutes for the protection of 
higher officials. 

This golden time for the officials and “middle 
classes” was brought to a rather abrupt termin- 
ation by the reform of the representation. Some 
higher officials were indeed elected to the First 
(Upper) Chamber, whereas the qualifications for 

‘eligibility and the non-payment of members (up 
to 1909) excluded the broad middle class. Not 
till the dissolution of the Riksdag in 1919 (in 
consequence of the constitutional settlement of 
1918 and‘complete democratization) were doors 
thrown open for the middle class, though at 
first, and so long as a certain qualification for 
eligibility was still in force (up to 1933), cau- 
tiously and with some misgiving. The higher 
officials for various reasons, gradually dimin- 
ished, but, instead, lower officials were elected in 
large numbers, and at present some fifty higher 
or lower officials and other employees have seats 
in our Upper House. Broadly speaking, the middle 
class preponderates in that Chamber, if regard 
is paid solely to the economic status of the 
members, irrespective of party views. 

In the Second (Lower) Chamber, the represen- 
tatives of the towns included from the outset a 
considerable number of officials, who found their 
chance in the rivalry between dealers and ar- 
tisans. In the towns, however, the farmers were 
in the majority, in spite of their over-represen- 
tation in seats so long as the system of majority 
elections was applied (up to the end of 1909, 
when the proportional system came into force). 
As a group, the officials and employees from 
the middle classes were crushed between the old 
plutocratic First Chamber and the democratically 
elected Second Chamber, where the farmers pre- 
dominated. Instead, this broad middle class sought 
an arena in the then nascent popular movements. 
With the democratic reform the situation sud- 
denly changed. The middle class tipped the scales, 
the farmers having begun to diminish in the 
statistics of the population, and it may be stated 
with some justification that the middle class, by 
their. votes, determined political developments 
for twenty or thirty years ahead, This was 
partly due to the fact that the number of actual 
voters was higher in this group and in other 


categories of the upper classes than among the 
working classes. Whether the middle class played 
this decisive réle in the elections of the nineteen- 
thirties and nineteen-forties it is more difficult 
to determine. This problem, however, will be 
touched on below. 

The contest between the parties during the last 
few years has been concentrated on the rivalry for 
the votes of the employee class. All parties are 
welcoming them with open arms. Even the Far- 
mers’ League (which has added the Country Par- 
ty to its originai name), is taking advantage espe- 
cially of the dissatisfaction in the country with 
the coast-of-living bonuses (graded according to 
the rated expensiveness of the locality), to appeal 
to this class, which previously had often been 
contrasted as ‘‘consumers” with the farmers as 
“producers”: The Communists too are now ar- 
ranging special propaganda meetings for em- 
ployees of all classes. The reason of this political 
advance of the employee class is, of course, to 
be found in the constant and rapid increase of 
this group of the population. 

In order to give relief to this fact some figures 
(in thousands) from the official election statistics 
will -be summarized; members of the family, if 
entitled to vote are throughout included in the 
figures for the group in question. The year 1921 
has been taken as initial year for the statistics, in 
view of the fact that the women’s franchise was 
then for the first time applied in elections to the 
Second Chamber, concurrently with the abolition 
of the disqualification for non-payment of taxes. 


| Industri- | 


Mee tiste. Em- ie Workers | 
| aiicane | Profes- ployees |Farmers,} and Dome- 
er nl sional of higher foremen,| people | stic 
Reactors iservices|and lower| _ ete. in small | service 
sania. | rank; | circumst. 
etc. | { 
| | | | | 
1921 | 296 | 35 | 430 777, | 14493 | 158 | 
| 1936 | 352 | 43 | 652 Sor |) 1je08 0) 252 
1944 | 375 | 56 | S810 780 2,067 155 


These figures are note quite comparable, as the 
headings have undergone certain changes. For 
this tabular summary, however, the changes are 
of no importance. It should be added that the 
Central Office of Statistics as regards the elec- 
tions of 1944, for reasons of cost, confined itself 
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to a representative investigation, comprising ex- 
actly one-tenth of the registers of votes, divided 
proportionally among the 28 electoral districts in 
Sweden. The figures quoted for this year have 
thus been obtained by multiplying the figures of 
the official statistics by ten. 

At the 1944 elections 137,000 of the employees 
were ranged in social group I, 517,000 in social 
group II and 156,000 in social group III (see 
below). By way of comparison it may be men- 
tioned that in 1936 the number of lower officials 
falling under social group III was recorded as 
122,000. The increase in the three social groups is 
approximately of equal magnitude, reckoned in 
percentage. 

The group headed “Others” in the official 
election statistics, as regards social group III, has 
been included, for all the three election years, 
in the above column for “workers and people in 
small circumstances”. As regards the higher and 
intermediate social groups, however, “Others” are 
not included in the above figures. They numbered 
altogether for 1921 31,000, for 1936 40,000 and 
for 1944 62,000. 

It may be also of interest to give the totals, as 
recorded in the election statistics, for the three 
social groups. In 1936 and 1944 social group I 
comprised estate owners, large employers, higher 
officials and employees etc ; group II farmers with 
their adult children, artisans and tradesmen, em- 
ployees of intermediate rank in public and private 
sevice, higher domestic service etc; group III the 
remainder, including industrial workers, agricul- 
tural and forest labourers, farm foremen, crofters 
and homestead-owners, seamen and fishermen, 
lower employees and domestic servants. — In the 
statistics for year 1936, foremen were ranged in 
social group III, but they have now been moved 
up into group II. For the year 1921 the basis of 
classification was so different that the figures can 
scarcely be compared, whence they are given with 
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Se Social Group (in thousands) | 

I ee ioe Sie 

— 
1921 | | 1,568 | 1,655 
1936 180 | 1,550 1,730 | 2,195 
1944 238 1,669 | 1,907 | 2,393 


distinct reservation. For example, office personnel 
and overseers were then classed in social group I 
and lower clerks and employees in social group II. 
This table may also be supplemented with fig- 
ures for the number of actual voters in the 
same year, in percentage of the number of persons 
entitled to vote, in the different social groups: 


| Social Groups (in percentage) 


i! II Ill 
fi ha atv W M W M WwW 
| | { 
1921 66.7 60.2 65.7 49.3 58.4 43-5 | 
1936 85.5 85.3 80.6 72.8 76.3 67.9 | 
1944 85.3 85.5 76.8 71.3 71.8 65.6 | 


The actual numbers of voters (in thousands) in 
the three social classes at the elections in the same 
years were: — 
er 

/ 


Social group (in thousands) 
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1 | Total) = | Total | 
M|w{m|w [itt 3 e- 


M | W | ) 
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1921 | 86) 80 | 405 | 342 |) 913| 462 | 375 | 837] 
1936 76 | 78 | 585 | 599 | 1.338] 837 | 750 || 1.587] 
1944 | 103 | Ico | 606 | 627 || 1,536] S6x | 484 1.645 


In the election statistics, the large group of 
employees, mainly falling within the two higher 
social classes, has risen to the second place among 
the social groups of electors. It has thus latterly 
passed the farmer class. Despite some defective- 
ness in the statistics, the trend is very pronounced 
and, apparently, the official class will show a rapid 
increase, thus further outdistancing the farmers. 
Moreover, owing to the growth of the employee 
class, which is preponderantly represented in so- 
cial group II, the two upper social groups, taken 
together, since 1936 have shown a greater relative 
increase than group III.1 Reckoned in percentage 
of the electorate, the result of this change is that 
social group III has been reduced since 1936 from 
59 to 56 per cent. 

The Gallup inquiries of 1944 have shown that 
the social groups I and II (taken together) and 


* Though the Tegrouping of foremen etc. has affected the 
figures, it does not solely suffice to explain the change, 
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III do not coincide with the electors of the bour- 
geois and labour parties, respectively, Neverthe- 
less, class-bound as the Swedish people are and 
evidently have always been, the two political 
party-groups are recruited in the main from the 
respective social classes. The most mobile ele- 
ments in the two upper social groups seem in fact 
to be the salaried employees and the little band of 
followers of liberal professions, in the next place 
the farmers and artisans. The corresponding, 
relatively free, elements in social group III are 
farm foremen, fishermen, homestead-owners and 
domestic servants, to a less extent the lower em- 
ployees. According to the Gallup inquiry, about 
I5 per cent. in social group III (thus, in 1944 
between 200,000 and 300,000) voted with a bour- 
geois party. 

The difference in polling percentage between 
employees and industrial workers is nowadays not 
particularly large — in 1944 male shop assistants 
and industrial workers were actually on the same 
level, about 74 per cent. — but, on an average, 
the employee class goes go the polls somewhat 
more regularly than industrial workers, and far 
more so than agricultural and forest labourers. 
So long as such a difference in polling percentage 
persists, thus partly neutralizing the considerable 
preponderance of social group III on the registers 
of voters, the employee class as a whole can evi- 
dently influence the great political contest between 
bourgeois and socialist ideology. We note firstly 
that the shiftings of party within their cadre have 
been the principal factor in indicating the tendency 
of the election. It is also clear that a bourgeois 
majority in the Riksdag under the present polit- 
scal conditions can scarcely be conceived without 
support from the major part of the corps of em- 
ployees, besides the usual stray votes from social 
group III. And, so long as the labour parties have 
to reckon with this leakage of votes to the bour- 
geois parties, they cannot, in turn, count on a 
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safe majority without an almost equal influx of 
votes from social groups I and II, notably from 
the employees, as being the most undecided and 
nomad group in party politics. 

The continuous growth of the employee class 
and the relative regression of the working classes 
will presumably conduce further to equalize the 
difference between the two upper social groups, 
on the one hand, and social group III, on the other. 
Within a measurable future, the preponderance 
may be shifted to the side of the former, which, 
indeed, would merely be a natural consequence of 
all political endeavours to “de-proletarize”’, or 
raise the standard of, the workers. Under the as- 
sumption that the party position is approximately 
the same as now, it is evident, even in such a 
case, that the bourgeois parties cannot obtain a 
majority without support from the major part of 
the employee class; conversely, the labour parties 
will be able to preserve their political power 
despite this social change, only in case they receive 
assistance from a rather considerable part of the 
corps of employees. Only in the event of a com- 
bine between workers and farmers can the em- 
ployees be played out. Cooperation between far- 
mers and the employee class, on the other hand, 
is an essential condition for a bourgeois majority. 

For the present the employees seem to be de- 
liberately endeavouring, by scattering their forces, 
to establish connections with all parties, in order 
to maintain their key position in Swedish politics. 
Plans for the formation of a special employees’ 
party have now and then cropped up, but they 
have never been encouraged from tone-giving 
quarters in the organizations. Such a party would 
probably be unable to rally together even a small 
section of the large corps of employees. Its for- 
mation would thus be bad policy and, instead of 
strengthening, would conduce to weaken the polit- 
ical importance of the employee class. 
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SHAPE PENSIONING PRO BEI sal eae 
SWEDISH COMMERCIAL BANKS 


At the end of 1945 ten years had elapsed since 
certain commercial banks in Sweden established a 
central assurance society for pensioning purposes. 
This new organization has already done very im- 
portant work in solving the pensions problem of 
the participating banks. Unlike what had previous- 
ly been the practice, the funds accumulated by the 
society has been retained in the respective banks 
and invested in their own business, a form of 
organization similar to that which the subsequent- 
ly introduced legislation as regards pensions foun- 
dations in joint-stock companies was intended to 
promote. In view of this new form of organization 
a brief account of the work of this assurance 
society may perhaps be of interest even outside 
banking circles. 

In any description of the pensioning of Swedish 
employees, the large mutual assurance society 
SPP (Svenska Personal-Pensionskassan) must 
assume a prominent place. In fact, this society 
has been the organization generally serving for 
the pensions insurance of the employees of pri- 
vate employers. SPP has elaborated a well-con- 
sidered scheme for pensions benefits in various 
forms, such as old age pensions, family pensions 
for survivors and capital sums paid on the dates 
of pensioning and death, 

The development of this society has also been 
promoted by the stipulation that the insured per- 
son €ven in case of dismissal retains the right to 
pensions benefits for which premiums have been 
paid, and that the insurance may still be valid in 
case the insured enters the service of a new em- 
ployer. SPP: has in fact paved the way for these 
new principles and, according as they have won 
general acceptance, its business has assumed large 
proportions. During the years immediately suc- 
ceeding the foundation of SPP in 1917, its mem- 
bership, however, increased at a rather slow pace, 
and at the end of the nineteen-twenties its capital 


had grown to not more than 43.5 million kronor. 
Since then, however, development has _pro- 
ceeded by leaps and bounds, so that by the end 
of 1945 its capital had swollen to 695 million 
kronor. 

The very marked swelling of the funds in 
recent years, however, is not due merely to the 
increase in membership, but also to the fact that 
the fall of interest rates on the capital invested 
by the society has made necessary a strenghtening 
of the capital position and a raise of the premiums 
charged. This fact exemplifies the vicious circle 
in the finances of the assurance companies, down- 
ward pressure on market rates when large new 
capital influx to companies is to be invested, 
raising of premiums in consequence of the fall 
in yields of capital invested, and thus a further 
increase of the new capital flowing in and seeking 
investment. 

At the beginning of the nineteen-thirties the 
problem of the creation of funds, on an insur- 
ance basis, for pensioning purposes was discussed 
in a number of commercial banks, The matter 
received a forward push when the Swedish Union 
of Bank Employees in 1035 announced its great 
interest in solving the pensions problem. Imme- 
diately before the end of that year, the new 
assurance society was founded, and its board.of 
directors has from the very outset always inclu- 
ded representatives of. the Union of Bank Em- 
plovees. 

The new society — Bankanstiilldas Pensions- 
kassa — commonly abbreviated BPK, now com- 
prises roughly two-thirds of. the Swedish com- 
mercial bank system, whether we consider the 
number of banks, the number of bank officials, 
the funds of the banks or their total assets. The 
banks which are not members of BPK are firstly 
a large bank which has organized its own pensions 
societies already some thirty years ago; secondly, 
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another large bank which intends to make alloca- 
tions to her own pensions foundation; and third- 
ly, five small banks which, taken together, re- 
present merely °/,, % of the total assets of the 
commercial banks, and which are members of 
oP Pt 

The banks which are members of BPK are 
mentioned in the following list, where the order 
of sequence between them has been determined 
by the date at which they joined that society. 
Skandinaviska Banken AB. . ae: from 1935 
Skaraborgs Enskilda Bank AB. . ~~... > > 
Sédermanlands Enskilda Bank AB, now fused 

with Skandinaviska Banken AB., . during 1935—1945 
Uplands Enskilda Bank AB. from 1935 
Wermlands Enskilda Bank AB. . ... . > > 
AB. Vinersborgsbanken, now fused with AB. 

Svenska Handelsbanken, . during 1935—1943 
Ostergitlands Enskilda Bank AB. from 1935 


AB. Gotlands Bank . .. 1 see ees >- 1936 
AB. Kreditbanken, now fused with AB. 

Skanska Banken, .. .- . during 1936—1942 
Inteckningsbanken AB. tt as from 1937 
AB. Giteborgs Bank... + 2 2 ee es > > 
AB. Géteborgs Handelsbank . 1... +... > » 

AB. Skanska Banken . te re hy > > 
Sundsvalls Enskilda Bank AB. ..... - » 1938 


AB. Norrképings Folkbank, now fused with 

AB. Svenska Handelsbanken, . during 1938—1941 
AB. Diskontobanken seeks from 1940 
AB. Fordbrukarbanken . 1. 1. + + + ee s » I941 
AB. Boris Bank as from its fusion with 

Skandinaviska Banken AB. in 1942. 
AB. Dalslands Bank as from its fusion with 

Skandinaviska Banken AB. in 1942. 
AB. Smalands Bank . from 1945 


The development of BPK has proceeded with 
astonishing rapidity, especially in view of the fact 
that it has a very limited sphere of operations, 
comprising at most some 7,000 bank officials. In 
fact, during the first ten-years’ period the capital 
of BPK has increased to 63.7 million kronor, a 
funded amount which in SPP (whose opera- 
tions extend to all business branches) was not 
attained until after 15 years.’ 


© This does not include a commercial bank representing the 
gavings banks, wich has likewise arranged its pensions assurance 
with SPP. 

2 The banks wich are members of BPK also have an ins- 
urance capital outside BPK (pensions funds and premium reser- 
ves for earlier insurances) amounting altogether to 6,25 million 
kronor. In the BPK-banks the capital assets for pensioning 
purposes thus aggregate to about 70 million kronor. 


In planning BPK, the conditions for the pen- 
sioning of the older bank officials could not be 
standardized, as they had, generally speaking, al- 
ready been laid down in regulations which varied 
considerably from bank to bank. On the other 
hand, as regards the personnel appointed on the 
permanent staff of a bank after it joined BPK, 
the conditions for pensioning have been comple- 
tely standardized. The benefits granted (in per- 
centage of the salary) have been based on the 
scheme of SPP, but with certain improvements, 
e. g. in regard to the family pension. The example 
set by SPP has also been followed in so far 
that all the pensions benefits have been insured, 
involving ‘certain contributions also from the 
bank staff, and that even in case of dismissal 
the officals’ right to insured pensions benefits 
has been recognized. The pensions insurances are 
consequently continued on transfer of personnel 
from one to another of the BPK banks. Even 
in the case of transfer to or from banks or other 
employers with pensions insurances in SPP, 
the insurances may be continued by the passing 
of premium reserves between the two societies. 
As regards the older staff, a similar insurance 
system has usually been adopted with respect to 
the benefits corresponding to rises in salary after 
the date when the bank in question has joined 
BPK, whilst the considerable costs for the in- 
surance of earlier salaries have largely been 
worked off by successive allocations from the 
banks concerned. 

It is mainly these allocations that have led to 
the large accumulation of capital in BPK. Owing 
to the inflation and the war boom, the banks’ 
losses on advances and the consequent writing- 
off of claims have been insignificant in the course 
of the last few years: indeed, the banks have 
actually recovered rather considerable sums pre- 
viously written off. In the event of a change in 
this economic situation, so favourable for fund- 
ing operations, it is satisfactory to know that 
much has already been achieved in regard to the 
working-off of the heavy initial costs for the pen- 
sioning of the older staff. 

How closely writing-off and pensions costs are 
connected with one another is shown by a simple 
reflection regarding the prospects for the proxi- 
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mate future. If a considerable fall of prices sets 
in, deflation losses on bank loans may be antici- 
pated, and this will stand in the way of making 
special allocations for pensioning purposes. If, on 
the other hand, prices are stabilized at a consider- 
ably higher level than before the war, the ques- 
tion will arise of replacing the present system of 
salaries and special compensations for the in- 
crease in the cost-of-living by permanently raised 
salaries. The costs of pensioning will thereby be 
increased, and new efforts will be required for 
the financing thereof. 

An important detail in the insurance system 
adopted by BPK is the question of the pensioning 
age. For employees in other branches, the pension- 
ing ages of 65 years for men and 60 years for 
women have, broadly speaking, been adopted. In 
many of the commercial banks, on the other hand, 
the pensioning age is five years lower, i. e. 60 
and 55 years, respectively. Perhaps, also the banks 
will eventually be compelled by the expected 
changes in the age distribution of the population, 
to raise the pensioning ages throughout. Concern 
for unfavourable repercussions on the prospects 
of promotion of the younger staff has up to now 
necessitated caution in this respect, but the 
question is apparently being brought into the 
foreground by the increasing competition for 
office staff. The pensions insurances in BPK 
have as a rule been based on the higher pension- 
ing ages, the respective banks themselves being, 
of course, directly responsible for the payment 
of the benefits which have not been insured. 

The financing of the pensions is, however, the 
question that seems to claim the greatest general 
interest. The capital of the life insurance com- 
panies, as we know, must be invested in certain 
kinds of bonds, mortgages and other securities 
which are considered to be safe investments, but 
which give a low yield. Consequently, if an 
industrial company desires to arrange pensions 
insurance for its staff in such an institution, the 
company in question will have to pay premiums 
which yield a low rate of interest, e. g. 2'/, %, 
whilst the company itself will have to pay a con- 
siderably higher interest rate on borrowed capital 
or on that supplied by the shareholders. The in- 
surance method thus involves an increase of costs 


as compared with the position if the premiums 
could have been invested in the company’s own 
business. It is this last-mentioned produce that 
is referred to in the law relating to pensions 
foundations in joint-stock companies, and which 
had previously been adopted in BPK. 

Every bank which is a member of BPK is in 
fact entitled to receive such large deposits from 
it as correspond to the pensions fund for the bank 
staff. Should the bank pay merely the ordinary 
interest on deposits, at present 2 %, on this capi- 
tal, this would involve an injustice. The present 
bank managements have not only to pay pensions 
to the existing pensioners, but also to accumulate 
funds for future pensions to those now in ser- 
vice. The injustice thus lies in the fact that com- 
ing generations of bank managers would not only 
save the benefit of these funds in their pensions 
expenditure, but also — owing to the low rate of 
interest on deposits —, might actually earn a prof- 
it on the administration of the funds. The yield 
on the funds should consequently be in approxi- 
mate correspondence with the interest received by 
the banks on advances. As regards the sums 
which BPK receives in the form of the stipulated 
monthly premiums, the yield has accordingly been 
fixed at 3'/, %. For contributions which the banks 
have made as extra-ordinary allocations — which, 
on a long-run view, must be regarded as a merely 
temporary procedure —, a higher rate of interest 
has in certain cases been adopted. 

Owing to the fact that the banks themselves 
administer the capital of BPK, and that they also 
receive the premium fees and make the payments 
for the account of the society; the costs of BPK 
are insignificant, being considerably less than 7), 
per cent. of the premiums. 

The form of organization adopted by BPK is 
adapted to the special conditions of the commer- 
cial banks, and it is possible that it cannot be 
easily followed by companies in entirely differ- 
ent branches. As compared with the pensions 
foundations organized in conformity with the 
above-mentioned legislation, both advantages and 
defects in this form of organization can be dis- 
cerned, 

The method of insurance adopted by BPK 
comprises a great variety of insurances, each of 
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which relates to the special benefits for individ- 
ual bank officials. This facilitates special dispo- 
sitions in regard to the individual insurances, for 
example, that the sums deposited for a certain 
insurance shall be transferred to another insurer 
in case the bank official in question enters another 
service. Arrangements of this kind are as a rule 
impracticable as regards pensions foundations. 
They are in fact intended to provide collective 
and uniform security for a certain large group of 
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employees. Sums intended for the benefit of an 
individual employee may not be disposed of until 
the capital of the foundation corresponds to a 
theoretically determined premium reserve value 
covering the pensioning costs for all the em- 
ployees. In the vast majority of cases this require- 
ment has not been fulfilled, whence the system 
of pensions foundations, generally speaking, 1s 
rather inelastic. 
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THE ECONOMIC SITUATION DURING THE 
FIRST QUARTER OF 1946 


The General Situation. For several months in- 
dustrial production has been driven up to as high 
a level as the supply of labour and of raw ma- 
terials permits. The good export conditions during 
the first few months after the armistice have 
deteriorated, however, in proportion as the stocks 
of, inter alia, wood products have decreased, the 
State credits to abroad have been exhausted, and 
the difficulties as regards fuel have directly or 
indirectly been a drag on an important part of the 
production for export. From the point of view 
of the commercial banks, the increased business 
turnover within the country ever since the autumn 
of 1945 has shown itself in a great increase in 
the clearing totals of cheques. The resumption of 
business connections with abroad is proceeding on 
a wide front, and the financing of foreign trade 
has led to a further substantial increase in activ- 
ities in the documentary credits and correspon- 
dence departments. The extra burden of work 
caused by exchange restrictions is as great as 
ever, as the inconsiderable relief in this respect 
granted to the general public by the Foreign Ex- 
change Control Office has not been accompanied 
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by corresponding relief for the commercial banks, 

The wage increase movement will probably ne- 
cessitate a reconsideration of Sweden’s economic 
policy. The readily understood demands for im- 
provements in the standard of living have been 
met by a rise in the nominal wages of some 
twenty odd per cent. above the level for 1942, 
while it had been considered earlier that the sav- 
ings which, after the disorganization of the war 
years, could be effected by means of increased 
economy in production would lead to benefits for 
all consumers in the form of reductions in prices. 
As in the long run it is impossible to avoid taking 
up a definite attitude towards the question of the 
effect of rises in wages which increase the costs 
of production, new principles must be drawn up 
for our economic policy to replace the stabiliza- 
tion program which has been followed, on the 
whole, since the autumn of 1942. Important de- 
liberations are also imminent in respect of State 
expenditure in connection with the decisions 
which are to be made concerning the proposals 
for the reform of social insurance, long-period 
planning and standard improvements in the build- 
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ing of dwelling-houses, and the shaping of the 
State’s general subvention policy. 

Since the autumn of 1945, the production index 
of the Federation of Swedish Industries has been 
on approximately the same average level as for 
the year 1939. Very far-reaching plans have been 
announced for extensions and new buildings, and 
an attempt can be observed within industry to 
spread the production apparatus over different 
parts of the country in order, inter alia, to 
simplify the labour problem. In certain cases 
the short supply of building materials creates dif- 
ficulties, especially as industrial building plans 
must be coordinated with brisk activities for 
the provision of dwelling-houses, intended to 
cover the present shortage in the course of 
a few years. The number of dwellings for 
which building permits have been granted was 
58,700 last year, as against somewhat less than 
56,900 in 1944. The most important materials 
needed for the building permitted last year has 
been calculated to 794,000 tons of cement, 188,000 
tons of iron goods, 426 mill. bricks, 432,000 cubic 
metres of light concrete and 424,000 standards of 
timber, quantities which are very considerable 
for Swedish conditions. 

The shipping possibilities for our great export 
articles, woodgoods, paper pulp and iron ore, 
appear for various reasons to be somewhat 
obscure. Last year’s shipments of woodgoods did 
not begin until after the cessation of hostilities in 
Europe in May, and during the remaining 7- 
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month period comprised about 575,600 standards, 
or ca. 92.4 % of the average export during the 
same period in the years 1935—39. During last 
season the work in the forests was favoured by 
good weather but handicapped by shortage of 
labour, and therefore it is calculated that the 
year’s cut will be 20 % lower than in the pre- 
war years. Last year’s consumption of wood- 
goods within the country has been calculated at 
650,000 standards, of which 150,000 standards 
were delivered by the export saw-mills. In con- 
nection with negotiations in March with regard 
to the coal and coke import we have, despite our 
own scarcity of woodgoods, agreed to set aside 
for export sawn and planed woodgoods to a 
quantity of 400,000 standards and 500,000 cubic 
metres of pitprops. The export of cellulose, which 
in the record year 1937 was 2,200,000 tons, 
amounted last year to 1,275,000 tons, of which 
ca. 600,000 tons were taken from the stocks in 
hand during the first half-year. The production 
is calculated to reach 65 to 70 % of capacity. The 
fuel shortage gives rise to difficulties, partly 
owing to its directly hampering effect, and partly 
owing to such indirect effects as the danger that 
the scanty supply of pulp wood will be reduced 
by requisitions for fuel purposes, and also to 
continued difficulties in effecting sales, owing to 
the rise in prices. The hopes which were enter- 
tained earlier of a considerable improvement in 
the imports of fossil fuel have not been realized, 
and it has become necessary to direct efforts on 


The Riksbank’s Note Circulation and Gold ana 
Foreign Exchange Holdings, (Million Kr.) 
1. Note Circulation. 


2. Gold Stock (Market value). 
3. Net Claims on Foreign Countries. 


Mill. Mill. 
kr. kr. 
3000 ——- E +— - ——— —_——— 3090 
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obtaining fuel to the tune of 29 mill. cub. metres 
from the forests by 30th June 1947, of which 
4 mill. cub. m are to be wood for charcoal. The 
amount of wood fuel, including the license-free 
wood, for the current consumption year, has been 
estimated at 34 mill. cub. metres. 

The supply of labour within the iron industry 
is short. Fuel difficulties and a shortage of 
water-power have caused decreases in working 
for both the coke smelting-furnaces and the 
electric foundries. The iron requirements from 
Sweden of the neighbouring countries have 
declined as the import possibilities from other 
countries have improved, and our own iron situa- 
tion has also been improved by an import 
agreed upon this year of 250,000 to 275,000 tons 
of commercial iron from Belgium, correspond- 
ing in round figures to ?/, of our annual import 
requirements, which are estimated at ca. 400,000 
tons. Since the conclusion of the long. strike 
during the first half of 1945, the workshops in- 
dustry has worked up to a volume of production 
which, according to the index of the Federation 
of Swedish Industries, varied between 177 and 
180 during the period October 1945—February 
1946, corresponding to nearly a 30 % increase 
in comparison with the year 1939. 

Restrictions in the bread rationing system 
have recently been effected and the abandon- 
ment of rationing in the case of certain other im- 


Capital Funds and Deposits of the Commercial 
Banks. (Milliard Kr.) 
1. Capital Funds. 


2. Long-term Deposits. 
3. Demand Deposits. 
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portant foodstuffs has been postponed until the 
autumn, at least, when the new harvest will come 
into the market, and the import possibilities will 
perhaps become brighter, in view of the fact that 
greater tonnage space is expected to be available 
for occean-going shipping. The present shortage 
of foodstuffs is connected with measures to 
relieve the famine-stricken countries in Europe. 
In the first place, during the last two years 
Sweden has sent such countries 400,000 tons of 
foodstuffs valued at 160 to 170 mill. kr., apart 
from the gift parcels from private individuals and 
the feeding of children in Norway, and in the 
second place, Sweden has recently relinquished 
certain transoceanic grain imports in favour of 
these countries. In authoritative quarters a call 
has been made to try to increase the Swedish 
harvest of bread grain to 1 million tons and to 
stimulate an increased cultivation of oleiferous 
plants. 

Under the influence of State credits and of the 
existence of large stocks of goods, especially in 
the case of the woodgoods and paper pulp in- 
dustries, exports got started more rapidly than 
imports in the autumn. However, the latter have 
since increased steadily, while, as has been men- 
tioned, a certain weakening in export conditions 
has set in. The result is that the export surplus, 
which during the third and fourth quarters of 
last year amounted on an average to 160 and 87 


Investments of the Commercial Banks. (Milliard Kr.) 


1. Shares, Bills and Loans. (Exclusive of Advances against 
Mortgages and Bonds.) 

Mortgage Loans. 

Bond Investments and Advances on Bonds. 

Cash and Treasury Bills. 
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mill. kr. per month respectively, was replaced 
during the first two months of this year by an 
average import surplus of 22 mill. kr. per month. 


Surplus, of 


encore imports 


Exports 


Million kronor 


Jan.—Feb. 1939... + 337 274 63 
> SeLO4On eee 425 284 141 
> SEPLOA Terr 205 132 73 
> Si O42 ara a 8 229 127 102 
> Pee LOALag cies 310 152 158 
> SeELOAAG . cuwa ss) 277 109 168 
> SETOUR! wears ee ESO 52 107 
> bee TQAGH se 6 = «405 364 44 


This weakening of the balance of trade, which 
is of no importance for our foreign exchange 
position as against abroad, has left traces in the 
visible supplies of gold and nett claims on abroad 
of the Riksbank and the commercial banks, which 
increased by ca. 241 mill. kr. during the period 
February—September 1945, but had fallen by 
141 mill. kr. by the end of February this year. 

Deposits in the Commercial Banks and Savings 
Banks and in the Post Office Savings Bank and 
the Agricultural Credit Institutes, which in- 
creased during the period December 1938—Sep- 
tember 1945 by 5.44 milliard kronor, i. e. by ca. 
65 9%, fell during the last quarter of last year 
from 13,845 to 13,724 mill. kr., if the interests 
credited at the turn of the year are left out of 
account. 


The National Debt. (Milliard Kr.) 


1. Bond Loans. 
2. Other Funded Debt. 
3. Floating Debt. 


Milli- Milli- 
ard ard 
Kr. Kr. 


Deposits in banks and in agricultural credit institutes 


in Sweden (Mill. kr.) 
3/12 1938 3/22 1944 3°/o 1945 3*/x2 1945 


Commercial Banks. . 4,041 6,212 6,828 6,669 
Savings Banks 3,685 4,961 5,434 5,408 
Post Office Savings 
Bank: Micaens vce 618 1,269 1,393 1,394 
Agricultural Credit 
Tnstittites ss) 5 59 163 190 193 
Total 8,403 12,605 13,845 13,724 


On the whole, a certain stabilization seems to 
have appeared as regards the aggregate of bank 
deposits, while recently advances have increased 
considerably. During the 3-month period Novem- 
ber 1945—February 1946, deposits at the com- 
mercial banks only increased from 6.69 to 6.71 
milliard kronor, i. e. were almost unchanged, 
while advances rose by +/, milliard, 7. e. from 
5.63 to 6.12 milliard kronor. To some extent the 
increase in credits is to be referred to foreign 
business and the financing of investments in 
bonds, but, as far as can be judged, it represents 
a growing need of credit in different parts of 
the country. Thus it is significant that there 
was a relatively greater increase in advances last 
year at the medium sized and small banks than 
at the large ones. The decline in the excess of 
deposits led to a decrease of 600 mill. kr. in the 
investments of the commercial banks in Swedish 
bonds and treasury bills during the period Oc- 
tober 1945—February 1946, or from 2,486 to 
1,886 mill. kr. 


Bond Yields. 


— 3 % Government Bonds. 
--- 3 % Industrial Bonds. 
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Position of Commercial Banks. 


1945 1946 
Assets (in mill. kr.) Feb. Nov. Dec. Jan Feb 
(CEM 3 sy oo Bh Gg. OS 490 240 347 251 249 


aiensunyy Willi 5 5 5 9 0 907 1,198 1,076 889 665 
swedish bonds , 2. = = 1,098 1,095 1,076 1,238 1,227 
Advances in Sweden 55193) 95,030, 5,703.8 5,080 | OnIor 
AGES ey(OpKel 3 6 5 4 o 64 198 174 158 139 
Sundry accounts .... 407 573 597. 438 477 
Total 8,159 8,934 9,033 8,955 8,872 
Thereof, Swedish bonds 
and treasury bills . . . 2,005 2,293 2,152 2,127 1,886 
Liabilities (in mill. kr.) 
Deposits in Sweden. . . 6,304 6,686 6,669 6,814 6,714 
Liabilities abroad... . 243 371 429 424 426 
Share capital and reserve 
ING a ae aol, xt 824 827 827 828 840 
Sundry accounts .... 788 1,050 1,108 889 892 
Total 8,159 8,934 9,033 8.955 8,872 


Foreign Exchange Market, During last quarter 
exchange rates were unchanged with the exception 
of the raté on Buenos Aires, which fluctuated 
between 102: 50 and 104: 50. The clearing rates 
on Amsterdam, Madrid and Oslo are no longer 
quoted. 

In connection with increasing imports from 
countries belonging to the sterling block, the 
demand for pounds has been fairly brisk during 
the latter part of the quarter. The requirements 
of dollars, especially for documentary credits, are 
still considerable. 


Stock Market. At the end of last year there 
were signs of a rise in quotations on the Stock 


Lndustrial Share Indices. 


1. Home Market Industry. 
2. Other Industry, 
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Exchange. When the Exchange opened again in 
the New Year a certain buoyant feeling presented 
itself, leading to considerable rises in quotations, 
with a brisk turnover in practically all the shares 
quoted. Factors contributing to this trend, which 
persisted into the month of February, will have 
been, firstly, the still prevailing need for invest- 
ments and the difficulty in finding suitable ma- 
terial, and secondly, apprehensions of inflation, 
rumours of a decline in interest rates, favourable 
business reports, and anticipated good company 
results. 

A change in the position took place during the 
first week in February, after the publication of 
the accounts of a workshops industry which bore 
obvious traces of the long conflict last year. This 
affected the position on the Stock Exchange as 
a whole. Profit-taking, the labile international 
political situation, and the difficulties of the home 
market in the matter of, ¢. g., fuel supplies, also 
contributed to the development of a sluggish 
feeling, relieved occasionally by temporary stif- 
fenings in quotations. In spite of the fact that 
except for the workshops industry, the industrial 
company results which have been published, most- 
ly show increased profits and unchanged divi- 
dends, buying interest has declined, and the turn- 
over has decreased considerably. The latest divi- 
dends on industrial shares, paid or proposed, cor- 
responded, on the basis of the level of quotations 
at the middle of March, to a yield of 4.97 %. 

During the quarter, bonus issues and fresh 
capital issues were announced, by a number of 
companies. The most important are given below. 


Bank Share Index. 


1940 1941 1942 1943 1944 1945 1946 
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| ie tak: 
1939 | 1940 | 1941 | 1942 | 1943) 1944 1945 1946 
Share Index. tt 
Home industries . . . 175 || 145 |) 148 | 166 || 168) 168 | 190 | 192 198 | 196 | 185 183 192 193) 190| 192 
Other industries . . . . . . + ~ | I7I | 130 155 || 178 || 188]) 195 || 230] 228 | 228 222 | 214 | 214| 228 | 233 233 | 237 
Of which | Wet 
Gringesberg Company 191 | 131 || 155 || 189 || 191 || 190 || 220) 212 | 215 | 203 | 190 188 | 200. 209 203 | 211 
Exporting engineering industries 195 133 | 161 | 187 || 191) 209 | 240| 242 | 244 | 238 | 226 | 224 239 | 241 | 244 | 247 
Other, including iron and steel ind. 181 | 138 | 170 | 188 | 188 181 | 206 205 | 208 | 205 | 198 | 199 || 209 | 216 216 216 
Wood-goods and pulp ind. 124 | 104 || 119 || 135 || 153|| 160 || 204 | 195 | 194 | 194 | 189 187 || 200 | 205 | 205 | 208 
Combined: wood and iron ind. | 200 | 184 }) 211 || 250 1, 278] 288 || 338) 345 | 332 | 322) 312 | 319 1344.1 354 | 350) 362 
SDKs sae Gs ohh 192 || 143 || 156 || 169 || 178|| 190 ||224 | 220 | 232 | 230 | 223 | 223 || 234 | 245 | 240 236 
Note. Where not otherwise stated, the figures are for the middle of the month. 


Bonus issues. 


Mill. kr. 
Stora Kopparbergs Bergslags AB. 1 share to 2 old ones 30 
Reymersholms GamlaIndustriAB. I >» » 5 >» » 2 
Svenska Diamantbergborrnings AB. 1 5 > 0.38 


Fresh Capital Issues. 


Mill. kr. Issue price in % 

AB. Géteborgs Bank Nom. 9.187 1 share to 4oldones 140 
AB. Skanska Banken » 3 I »>5> » 100 
Stockholms Enskilda 

Bank AB. . 22.495 120 
AB. Svenska Handels- 

panes. | ssw < a) ISS ys 3°85 200 
AB. Emissionsinstitutet » 2 I > I >» 130 


® Right to subscribe for 5 shares in the Providentia Holding 
Co. for every share in Stockholms Enskilda Bank. 


Further, 40,000 shares in Skandinaviska Banken, 
belonging to Foérvaltnings Aktiebolaget Caritas, 
were sold through Stockholms Enskilda Bank 
and Skandinaviska Banken at a rate of 317 kr. 
with the dividend coupon and of 305 kr. ex. 
coupon. 

The aggregate purchase price of the shares 
offered in the market was thus about 80 mill. kr. 


Bond Market. The last quarter of 1945 was 
dominated by the almost unprecedently great con- 
version of the 728 mill. kr. of the Ist defence 
loan, and for the rest there were but few new 
issues and the total outstanding stock of bonds 
was reduced from I1I.05 to 10.97 milliard kronor. 
In strong contrast to this were the brisk issue 
activities during the first quarter of the current 


year, when newly issued loans or loans offered 
for conversion amounted to over 1 milliard kro- 
nor, of which the new issues are represented 
chiefly by the new State 3 % loan. The total 
subscriptions to this loan amounted to 873.8 mill. 
kr., which exceeds all previous records. The loan 
appeared at a time when the market was rather 
considerably perturbed by rumours of impending 
reductions in interest rates. Consequently, the sub- 
scriptions of the large investors to the new loan 
were intended to cover their investment require- 
ments for a long period. The nervousness on the 
market was subsequently calmed by a statement 
in the middle of March that the Riksbank intends 
to continue the interest stabilization policy ini- 
tiated during the autumn. The subscribers to the 
new loan were distributed as follows: 


Mill. kr % 

Insurance Institutions and Funds . 306 35 
Commercial Banks . . . 165 19 
Savings Banks... . - 105 12 
Riksbank 100 II 
Post Office 70 8 
Others 128 15 
874 100 


The Riksbank’s subscription of 100 mill. kr. is 
to be looked upon as a reservation of bonds in- 
tended to be sold in the market when necessity 
arises. In the group “Others” there were 2,490 
private individuals, whose subscriptions aggregat- 
ed 25 mill. kr. 

The larger loan operations during last quarter 
are shown below. 


SKANDINAVISKA BaNnkKEN 


64 
ees Rate in Issuing amount Issue price The result of the stabilization policy continues 
C era a Bie to be that the 3 % level for first-class bonds has 
Swedish Government. .. 3 873.8 100 : : 
Swedish Mortgage Bank. . 3 60.0 LOOr = been maintained. 
Stockholm Building Plots 
Leasehold Co., Ltd. . . Variable Baal 100° 
Stockholm Building Plots ; Yield on Londs (in %). 
leasehold (Co. Lid. 5.93 20.0 100° : 
City of Stockholm. . . 3 18.4 LOOe Num- 1945 1946 
Svensk Matetcantinen tal lout ber'ofirzs sg) s6f). sap. tay 15/_ 15/_ 15/ 
trafik AB. Ls Deben- Swedish Government. loans RS) nn PAE ea 
ture | a Ones 2.0 100 
Ree tie AD ‘> res es 100% 3 % 1934-. Conv. 1944 1 3.05 3.05 3.03 3-03 3-04 3.05 3-04 3-03 
Bjémeborgs Jernverks ae 3 1.25 997/2” 3 % 1937-97. Conv. 1947 I 3.02 3.0r 3.01 3.02 3.02 3.03 3-03 3-02 
* In connection with conversion. — ? Private sales. Mortgage Banks. 


Further, the redemption is imminent of a num- 
ber of loans, without conversion offers being 
made. Thus the Stockholm—Vesteras—Bergs- 
lagens New Railway Co.’s 31/, % loan of 1808 
will be fully redeemed on 15. 4. 1946, and notice 
has been given, without any conversion offer, in 
respect of the following loans: 


Notice given for 


AB. Atvidabergs Industrier. . . 4 % of 1936 %/s 1946 
Stromsnis Bruks ISIS og) -. 4 % of 1936 “/; 10946 
Svenska Sockerfabriks AB. . . . 3/4 % of 1936 7/10 1946 
Sydsvenska Kraft AB. cee Si 21OOl TOSTY “/,  TOA6 


3 % Conv. 1944—47 . . 4 3.03 3-03 3.03 3-03 3-03 3.04 3.03 3.03 
Repayment 1999-2009, at latest. 
Municipalities. 
3 % Conv. 1945—46 . .2 3-01 3-01 3.01 3.01 
Repayment 1965, at latest. 


3-01 3-01 3-00 3.00 


Industrial Companies. 
3 Bice cea Se ue a 3-01 3.00 2.99 2.02 3.02 3.02 2.98 2.68 


Note. The yield on the industrial loans is computed without 
regard to the fact that the right of conversion has 
set in or will do so in 1940. 
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Some Statistical Data Concerning Sweden’s Economic Position 


Currency Reserve, Stock of Gold, Note Circulation. 


Net Claims of Banks on Foreign Countries The:Riksbank’s 
million kronor 
|Stock of Gold and | 
(End of month) | Stock of Gold1 ts Net Claims on |Note Circulation | 
, = “Wh: > 1 a9 
Riksbank Commercial banks Total (million kr.) Cieaited Kaien (million kr.) 
1944 | 1945 | 1946 | 1944 | 1945 | 1946 | 1944 | 1945 | 1946 | 1944 | 1945 | 1946 | 1944 | 1945 | 1946 | 1944 | 1945 | 1946 
Jan... .~. . .|| 620 | 553 | 800 |—146|—166|/—266| 474 | 387 | 534 | 1676 | 2006 | 2019 | 2296 | 2559 | 2819 | 2114/2 256 
Feb. . . . . «|| 626 | 585 | 771 |—150/—178)—287) 476 | 407 | 484 | 1686 | 1996 | 2019 | 2312 ey 2790 2c6t | 38 2443 | 
March . . | 566 | 575 | 805 |—167|—167|—314| 399 | 408 | 491 | 1770| 1993 | 20c9g | 2335 | 2568 | 2814 | 2057 | 2283 | 2396 | 
I (Average) | 604 | 571 | 792 Beet —289 450 | 401 | 503 | 2711 | 1998 | 2016 | 2314 | 2569 | 2808 | 2077 | 2301 | 2467. 
iis ae | 559 | 604 —169)—159 390 | 445 1791 | 1983 2350 | 2587 2087 | 2300 
10 oe 564 | 6otr —171|—163 393 | 438 1808 | 1972 2372 | 2573 2069 | 2279 
(as: = Sacer 570 | 580 —182\/—153 388 | 427 1813 | 2009 2383 | 2589 2138 | 2345 
Il (Average) | 564 | 595 —174 —158 390 | 437 1804 | 1988 2368 | 2583 2098 | 2306 
(i per jae 600 | 690 —180|— 157 420 | 533 1829 | 2010 2429 | 2700 2123 | 2342 | 
a 569 | 774 —175|—195 394 | 579 1885 | 2013 2454 | 2787 2156 | 2382 
Sepia aetaees . | §62 | 814 —183/—183 379 | 631 1907 | 2013 2469 | 2827 2223 | 2450 
Ill (Average) 577 | 759 —179 —178 308 | 581 1874 | 2012 2451 | 2771 2167 | 2391 
On sae ee 588 | 783 | —179|— 132 409 | 651 1917 | 1993 2505 | 2776 2248 | 2474 
tee are 563 | 817 | —163|—173 400 | 644 1939 | 1993 2502 | 2810 2226 | 2478 
We ee oe. 567 | 758 | —162/—255| 405 | 503 1943 | 2024 2510 | 2782 2375 | 2063 
IV (Average) | 573 | 786 | —168|—187| 405 | 500 1933 | 2003 2506 | 2789 2283 | 2538 
| The figures comprise balances with foreign customers 
Notes | and holdings of foreign bills and foreign bonds less At end of month Monthly averages 


their book values. 


Commercial Banks, Stock Exchange. 


nN —— el 


Deposits 
(million kr.) 


Advances 
incl. bills rediscoun- 
ted (million kr.) 


| 


| 


Commercial Banks 


Surplus of 
Deposits 
(million kr.) 


| 1944| 1945 | 1946 1944| 1945 | 1946| 1944 | 1945 
Jan. . 5686 | 6398 | 6814 | 4635 | 5141 | 5981 | 1051 | 1257 
Feb. . . . - «|| 5643 | 6304 | 6714 | 4688 | $193; 6120) 955 | 1111 
March . . || 5680 | 6368 | 6768 481452 6260! 866 | 1162 
I (Average) | 5670 | 6357 | 6765 | 4712 5180 61200 957 1177 
Aprile ae oles 5690 | 6437 on 5305 | 848 | 1132 
Na ee eee 5706 | 6377 4804 | 5342 | 84z | 1035 
IC rs aoe 5769 | 6454 4852 | 5302 917 so 
II (Average) |! 5722 | 5423 4853 5330 869 | 1086 
Milys Gf % oa 5900 | 6601 4836 | 5346 | 1064 | 1255 
(NCS re pee Seca 6070 | 6704 4886 | 5442 | 1184 | 1262 
Selitete fm haw oe 6192 | 6828 4992 | 5458 | 1200 | 1370 
III (Average) | 6054 | 6711 4905 5415 1149 | 1296 
Oat 2 te Amen |6275 | 6877 5042 | $490 13394 1307 
INOVS fence 6112 | 6776 5058 | 5630 1054 | 1146 
Dec. ta ks 6212 | 6669 5121 | 5763 1091 906 
IV (Average) | 6200 | 6774 5074 | 5028 1126 1146 

Deposits from and loans to the public within 

Notes the country (at the end of the respective month) 


Share Index 


Shares sold 


on on the Stockholm 
ome ther ; c E 
rire Industries reg cra 
1944/1945|1946 | 1944/1945] 1946] 1944 | 1945 | 1946 
168| 188] 192] 195] 220| 228] 474 | 1049| 952 
164| 191) 193} 190| 226) 233] 3 944} 595 
165| 191 | 190| 196| 227| 233] $05 | 777] Sol 
166| 190| 192) 194) 224 231) 458 | 923| 716 
167 | 190 197 | 230 476 | 682 

168 | 191 192 | 231 | ae 887 

164} 184 188 | 223 | 364 | 679 

166 | 188 189 | 228 | 379 | 749 

166 | 192 192 | 228 | 273 | 442 

169 | 193 = 228 | 551 | 544 

171 | 195 206 | 228 442 | 450 

169 | 194 | 201 | 228 422 | 479 

174 | 196 207 | 222 362 | 543 

177| 185 212| 214 GG0t Fiz 

179 | 183 213 | 214 587 | 479 

177| 188 | 204 | 217 485 | 511 


The figures denote mid- 
monthly average prices 


Averages per 
Stock Exchange 
business day 
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Rates of Interest and Price Level. 


| I 


Trade and Industry. 


Yield on Bonds Wholesale Price Index (Board of Trade) || Cost of Living 
| (%) (1935 = 100) Index 
- a = (July 1914 = 100) 
Govt. Loans | Industrial Loans || Import Goods Export. Goods : All Goods 
1944 | 1945 | 1946 | 1944 | 1945 | 1946] 1944 | 1945 | 1946 1944 | 1945 1946 | 1944 | 1945 | 1946 1944 | 1945 1946 
| 
an .31| 3.25 | 3.05] 3.57] 3-39 | 3°02 |) 298 | 287 | 253 | 208 | 208 | 207 | 195 | 195 | 134 | _ | =r 241 
fe eet se ie ae 3.04. | 3.57] 3-14| 2°98 || 298 | 288 | 254 | 208 | 208 | 208 195 195 185 | | : 
March . . 3.30 | 3.04] 3.03 | 3-62] 3.02] 2°98 || 301 | 289 208 | 208 195 | 
I AED 3-30 | 3.12 | 3.04 | 3.59| 3-18] 2°99 || 209 | 288 208 208 195 ‘ie 
iN 5 4 8 Oe 3.33 || 3.04 3.62] 3.01 297 | 290 208 | 207 195 | 196 | 241 | 242 | 241 
May (aq 6 6. 3.33 | 3.04 3.62)|| 3.02 293 | 289 2c8 | 205 | 197 | 196 : . . 
[eit a" cry ee a Big2 |eo:05 3.60 | 3.02 291 | 289 208 | 205 197 | 197 
II (Average) || 3-33 | 3.04 3.61 | 3.02 294 | 289 208 206 | 196 | 196 
uly een. eee 3.32)|| 3x05 3.60 |. 3.02 291 | 288 208 | 205 198 | 196 240 | 241 
FACTO ieee ce cole 3.31 | 3.05 3.57 | 3.01 23! 262 208 | 205 197 | 194 | . : 
Sept sie 3.30| 3.05 Beta Hole) 288 | 263 209 | 205 196 | 191 
III (Average) || 3.31 | 3.05 3-57 | 3-01 290 | 271 208 205 197 194 
Ocha Miia 3.30 |- 3.03 3.53 | 2.99 288 | 274 209 | 203 195 | 191 243 | 242 
NOV age 6S ey ns 3.29 | 3.03 3.49 | 2.92 288 | 276 209 | 202 195 | 191 2 
NOs, Sat ge eee 3.26 | 3.04 3.40 | 3°02 288 | 274 208 | 201 } 195 | 190 
IV (Average) || 3-28 | 3.03 3-47 | 2°98 288 | 275 209 202 | 195 IO1 ) 
Notes Calculated on market prices at Refers to end | 
middle of months | of quarters 


es _..SSS— — — CO 
| | 
Index of Pro- | Wage = | 
Total Imports || Total Exports ducting supply + oe pa | Kilometres of  - “ tee in 
(million kr.) || (million kr.) |?¢cordingtoFeder| | b loaded Trucks ee 
of (pire a a ene ee ee ee Railways) (*) 
1944] 1945] 1946] 1944] 1945] 1946] 1944 | 1945 | 1946 1944 | 1945 | 1946 | —_— | 1946 1944 | 1945 | 1946 
Jan. . 122| 106] 219] 47| 26] 199}) 108 | 114 | 125 |, 15845] 12088] 882 | 89. 8 94.0/114.6 |) 8 6 5 
ig ; o . . 5 le < 
ean Mee dacheotiyins a Ps 189 ss + 16 ie a 127 17584 12862 | 103.0} Sb. 8.0 Es bi: 
7272 | 13521 7 
I AS 149| 75 59| 31 109 ok 6888 has [roa] O88 79 F 
MNEs Gls a 6 158] 41 Galea og | 84 15660 | 120 | 10 ¥ a4 
May Pus a0: 164} 48 73 44 108 | 84 11797 ebat 4 ar 7 31 ae 
WMneh hs 5). 162| 50 84] 125 109 | 85 His 792 i of oret ee Ee, 
“e Il (Average) || 161| 46 73| 67 109 | 84 12082 he | lol. 3 am | =f fe 
tly ae ee I fe) . : 
oe ge 140| 69 68} 268] | 105 | 120 bes! trel otethaane 23 | 3. 
Sebo w Be tee 137 5 54| 245 107 | 122 6828 | pee e. 4 ve : op Sor 
WI (Average) || 140 I 67 | 241 107 | 119 6077 Poy ; ee we = 
ae & Bae | 102 | 162 56| 267 IO | 124 7494 os | 1044 ee re . 
OV Meer wis 109 | 160 98 | 240 T2125 8674| 6 | 10, 4. i 
Decwere. is. as 101 | 157 77| 234 113 | 125 ea thy) eh tsene nage 
{ 44] 72 (| .4| 103. : 6° 
IV (Average) | 104| 160 77| 247 112 | 125 9071 6632 | 101.6 sras A 46 
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Quotations of Swedish Bonds. 


Quoted on the Stock Exchange. 


In percentage; ex interest. 
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* With annual prize drawings. 
2 The Residential Mortgage Bank of Sweden, founded in 1929, is the central organization of a number of local credit associations having for their object to 


grant loans to their members against mortgages on houses. It has a guarantee fund of 30 mill. Kr. in Swedish Government bonds placed at its di lb 

Government. sposal by the 
3 The Swedish Ship Mortgage Bank, founded in 1929 has for its object to grant loans against mortgages on i i 

the Government has placed at fis disposal Swedish epee went bonds for ie mill. Ker, é ALO On SRR AIREY Oe. SUE uae eke 

The company has the right to redeem the loan in 1946 at 100*/2 %, in 1947 and thereafter at 100 %. 

Previously Stockholms Intecknings Garanti A.-B. (The Mortgage Bank of Stockholm Ltd.) 

The coupon per the 1.11.1945 paid on the 1.5.1945. 

The Bank has the right to redeem the loan by annual drawings of non-fixed amounts as from "8/6 1952. 

The Bank has the right to redeem the loan by annual drawings or/and purchases of non-fixed amounts in the market as from *5/, 1952 

The Bank has the right to redeem the loan by annual drawings or/and purchases of non-fixed amounts in the market as from *5/, 1955. 

The Bank has the right to redeem the loan by annual drawings or and purchases of non-fixed amounts in the market as from */s 1954. 

The Bank has the right to redeem the loan by annual drawings or/and purchases of non-fixed amounts in the market as from */s 1985. 


-Amortization-dates underlined. 
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Quotations of Swedish Bonds (Contd.) 
Not quoted on the Stock Exchange. 


In percentage; ex interest. 


| Approximate Prices (bid) | 
Terms of Redemption Interest 
; | Redeemable Cree 
D = Drawings igi Dates | 
P = Purchase In ay Bale * 19 0 om pester wea es 6 
| 28/, 0 30/., ean 29/5 26/, “7, | 5/4 
| 
| 
AB.’ BOFORS: (War Material) 505 40 ee. fa eo > 32a B1937 |! *1Q4T=—ngE” DD 8/5 1947 tas eR Io1"/, 101"/y 101"/, 1OI"/4| 1O1*/4| 1017/4 
INTERNATIONAL MATCH REALIZATION COMPANY, | , | 
Votitio Trust Certificates. jf ee | ($32*/2 — |$30 | — |$317/.\$28* /$25" |$26" 
A.-B. KREUGER & TOLL, Bearer Certificates of Deposit 5 > 1929 | | ae Pad 9 57/4) 5 | 47/2} 43/4) 43/4) — 


x Ex dividend: 
* Amortization-dates underlined. 


Quotations of Foreign Bonds. 


In percentage; ex interest. 


= ad 2 / i Prices. (bid) | 
| Lerms of Redemption | Interest 2 
_ D = Drawings pct Dates | | | 
| P= Purchase | :. | eA | 1946 
| | | 28 / 2 2 
Quoted on the Stock Exchange. | | | Ig | /r0 | 3%Jrz Wd ORLA i OR ak k) * 
| | nl aan Catlin Le 
Danish. Government) 0.2 2 ee) Se a A 1036. 4 SO F719 toed)” *5/—° 1946 || *5/s——15/,, 963/497 95*/2. 96 96 96'/4) 96%/2 96/2 
> ? Se ee ee ee ee es 342 » 19384) 1944—1958 D P?| */rz 1948 | 2/s— thr] g23/, 93 | 93 | 93 | 92/4) 92/4 923/4| 923/4 
Manish ~dMortesge Bank oni Gar. Fe aye | ey Mah a eee eg 1936—1971 D P7| *8/; 1941 | ?5/3__*5/o 99/2, 99 | 99 99 99 | 99*/s 993/4| 993/ 
I : a 4 
Copenhagen, CMY O02 co toe oy Ae > 1980") t93t 1970 D Rly sae 10a. Heo 2B) 00t/a) og eg oot co 
Norwegian Government. ........... + 3%/2 » 19364| 1937—1951 D S/z; 1941 | 18/x—15/, 97°/4, 977/2| 98 | 98%/2 983/499 99°/4| 99"/ 
| | 4 4 
| Not quoted on the Stock Exchange. | / 
/ | 
Minnigh® Csovetimend. 3.) oS rian es ha eee eee are gs at oy 1935—1944 D P7| aes | t/4—2/20 39 38 38 we 38 38 39 a | 
Fhelsingfors,  Gity ofan: <80° se ae Ieee Sin sates He LOSS 4 | 19431953 D P?| */3 1943. | #/,— to 34. 33 34 Fe 34 32 ss 
Municipal Mortgage Bank of Finland. ...... 5 » 19278 | 1928—1957 D P YH, 1944 | tt— t/q 40 | 47 50 *~ 54 53 | <6 48 
Abo, Citgo msg pie Shy + fh nged tse ey Bia LOSS < T9AG—- ORG BD PY) Fit 1944 |. 2/t— "fy | 31 | ga.) | gee | oe | 33 | 33 ae pa 
German Government International (Young-Loan) with | | l 3 
Swedlebcert- o/s). Fis in tse he's salts Uh ANS 920930" | |. TOAT ST GSMS Pay ie Sok tar areas a tee 12*/o| 12°.| t2*fe| 12) 
* Guaranteed by the Government, — 7 Issued also in £. — 3 Issued also in 5. — 4 With affidavit. — 5 : ’ 
° Selling price. — ? Amortization-payments suspended. — ® Issued in £. eae At any time on three months’ notice, - - 


*Amortization-dates underlined. 


Stockholm 1946. Kungl. Boktr. P. A. Norstedt & Séner 461687 


SKANDINAVISKA BANKEN 


Akal lin BO LAG 


Statement of Conaition March, 31st, 1946 


Cash in hand 
Swedish Treasury Bills . 
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Loans (secured) 
Current Account (secured) 
Banks and Savings Banks 
Sundry Accounts 


i Sie oe eae fell al ce 8 we we Owe Le ee ep 8 Ee 


pie oe Cer Ste en ee Se ey, (8 


ee Aa wey ees Viet en Owe) mM Le) eT Re Ol ey oe 


hia we Le et ep Ge AC ee me oat ee eh JY 


ee at ee ee: eee 


Soe le Ses S82 Bue Lee Oy ae) es, Ge F@)o FO n) OS 


i is eats eh ele 2 wee 6) ere 6! eee BAS ee SO". RY, IP 


Za ane US) ee Be ee TSO eae” a 
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92.493-476 
237-133-030 
201.310.510 
801.364.226 
163.286.136 

7 4.492.361 

23.705:352 
25 3.g90.52% 

82.070.997 

22.180.248 


. 1.949.364.665 


LIABILITIES. 


Bills at sight in circulation (»postremiss» bills). . 
Deposits: at sight 


a a ee ee eo Be ee St PO A Oe eR Re 
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Banks and Savings Banks. . . 
Sundry Accounts 


95:708.000: — 


Reserve Funds 87.292.000: — 


Tne ee ee. Me 


21.226.931 
399-511.000 
:233-575:296 
81.037.047 
31.014-391 


183.000.000 


Kr. 1.949-364.665 


SKANDINAVISKA BANKEN 


AK TILES OU Ags 


Alsterbro 
Anderslév 
Ankarsrum 
Arboga 
Arlov 

Asa 
Askersund 


Bengtsfors 
Bettna 
Billesholm 
Bjorkvik 
Boden 
Borgholm 
Boras 
Bromdolla 
Bralanda 
Bastad 
Backefors 


Dalby 
Dalsjdfors 
Degerhamn 
Ed 
Eskilstuna 
Eslév 


Falsterbo (?/«-3"/s) 


Flen 
Fargelanda 


GOTEBORG 


STOCKHOLM MALMO 
Offices and Branches: 
Gamleby Laholm Pitea Torshilla 
Gnesta Landskrona Trelleborg 
Grythyttan Lenhovda Ramkvilla Trosa 
Gronskara Lessebo Renland Tumba 
Gustavsfors Limmared pe Tuna 
Girsnas Lindesberg ee Tystberga 
Givle Linkdping 
S:t Olof - 

Gokalund Loftahammar Simrish Ulricehamn 

r imrishamn ak 
Goteborg Lomma SjSbo 
(7 local branches) Tales Skelicferdenan Vagnhirad 
Hallsberg Lund Skelleftea Valla 
Halmstad Léderup Skivarp Vaxholm 
Hiallefors Malmkép; Skurup Vellinge 
Halsingborg tee roe Smalands Vimmerby 
Harndsand G Focal bc echeh : ogee Vingaker 
Hoganis . — Vastervik 

2 Mariedam Sparreholm woes 
Horby . Vaxjd 

Mariefred Stallarholmen 
Jarna Mellerud Suzmihies Ystad 
. Moheda 

Kal Stockholm 

nae Malilla (26 local branches) Ammeberg 
Karlshamn ees ss sal one Amil 
¥ Morbylanga Strangnias 
Karlskoga Svalév Animskog 
Katrineholm Nora Sederkanin Astorp 
Klippan Norrk6ping wes 

Nikon Sddertilje Almhult 
Kopparberg ttt Sidra Vj - 
Kristianstad Nyképing Sélvesb Angelholm 
1 Slves 

Kumla ae mt cae 
au Beer Oxeldsund Teckomatorp Orkelljunga 
Koping Perstorp Tollarp Overum 


Baeucre rs. : 


